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corporate profile

Group consultanctes
|
|
|

. Heritage

Management's objectives

Strategy

Participation

Head office

Management Consulting Group PLC 1s comprised of four leading specialist
consultancics
O Ineum Consulting 0O Proudfont Consulung

O Parson Consuliing D Salzer Consulung

Profiles of the consultancies are set out on the following pages

Proudfoot Consulting was founded m 1946 in Chucago It grew mto an
international partmership, which in 1987 hsted on the London Stock Exchange
To accelerate Proudfoat’s growth tn Europe 1t acquired IMR 1n 2000 and Czipin

m 2001 and merged those businesscs into the European Proudfoot business

Parson Consulting was founded in 1995 and was acquired 1 2002 11 was based

i the United States and has expanded into Eurape and the Pacific region

Ineum Consulting was founded i 2003. being the former Deloitie consulting
business w France, and was acquired 1in September 2006 It operated 1n France,
Be!lgium and Luxembourg and has been expanded into the Netherlands

Salzer Consulting was founded in 1997 and was acquired in October 2006 Tt
operates in Greater China and throughout the Asia-Pacilic region

To be the leading group that redefines and consolidates the management consulting
mdustry tnta mulu-diseiphnary consuiting and professional services firms whilst
dehvenng substantial shareholder value over the medium term by acquisition and

orgamc revenue and margin growth
The Group tntends to

0 operate and contrnually invest in 11s consultancies and 1its people to ensure they
deliver profitable, sustainable revenue growth that 1s ahead of the market rates

of growth for the consultancy sector,

O scquire consullancies that ewher diversify the range of consulting offerings
available to clients or deepen the coverage of existing Group offerings Each
consulting offenng will go to market through 1ts own brand and be operated

separately by its own dedicated management team, and
O communicate clearly, regularly and farly with its stakeholders
It 1s the aim that at any ume 20% of the equity 1s held by Group employecs

London +44 (0) 20 7710 5000
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consultancy protile

Cur uniqueness

Our focus

How we work with clients

Satisfaction

Representative clients

Qur people

What we are not

Ineum Consulting provides services (o both the commercial and public sectors
through tts deep knowledge of 1ssues relevant to specific industries Cur industry
experts have market, strategic, funchionad and technology eapertise They serve the
financial, manufactunng. unhines, telecoms and media, public and transportation
sectors In addition there 1s a specialist mddle market group 10 meet the needs of
dynamic and growing businesses

Ineum Consulting works with clients to resolve tssues of sirategic importance,
orgamsational design, information system management and projcct management
through the apphcation of functional and industry experuise We help to 1dennfy
and wmplement appropniate developments in chents’ businesses

We work collaboratively wath our clients basing our work on an enterprise’s values
to develop solutions in the best iterests of our clients and their people We ensure

O objectivily in our recommendations and tolal freedom of thought for our teams,
made possible by our independence,

O relevance through our expertise 1n idustry sectors and in-depth knowledge of
key bustness funchions,

O our teams' skills match the specific client 1ssues drawing on the wide expertise
of our people

[neum Consuliing 15 1SO 9001 certified by AFAQ, ene of the leading certification
badics Qur quality funchion ensures a high level of rencwal, and a constant update of
methedologies and tools, and standardisation of the practice’s processes to provide

excellence i our engagements

We serve clients from a wide range of industrial and nternational companies as
well as the public sector Thirty-one of the CAC40 compamnes in France are clients,
and inclode Société Générale, Total, Schnewder, EDF and the French Mimistry of
Finance

From graduate cntry to expenienced tndustry cxperts, our people are charactensed by
a willingness to work as part of a tzam and by thewr industry and functional expertise

External or internal auditors, policy consultants, tax advisers, merchant or
investment bankers, software or hardware on-scllers, software cadersfprogrammers,
or recruitment consultants  All services are provided without conflict of interest
because Ineum Consulting does not undertake audits and does not have tied
relationships wath soltware vendors, [T mntegration or outsourcing specialists

Maragement Consuting Group FLC annual report and accounls 2006




How we charge

QOur challenge ta clients

Engagement snapshots

Regional offices

Enitial discussions are free and without obligation We generally charge on a ime
elapsed or by project phase basis to ensure clients have a clear understanding of a
project's progress Fixed fees can he agreed for tghtly defined projects

Could your enterprise benefit from independent challenge and objective imput from
ndustry experts” If so, you necd to engage Incumn Consulting

0 A fast growing tntermational telecoms company was having trouble ensunng its
operating systems and management kept pace wuth the rapid change (he company
was expenencing Ineum nol only assisted on those 1ssues but also provided wide
rangmg operational advice on the various dimensions of the growth project

0 A food processing company wanted to investigate whether to ymplement shared
service centres for the finance and HR departments Drawing on the depth of
expertise in the two functional areas, Ineum provided an extensive review of HR
processes (salanes, HR admministration and tramung), HR IT systems and also
finance processes and problems associated with financial shared service centres

0 The French Finance Minustry needed support in managing a complex
implementation of a new regulatory and comphance inhative We were engaged
for a four year assignment {o assist in developing the strategy, managing the
project and defimng the business processes

O An insurance company was developing a new product and needed assistance in the
detailed analysis of the subscnption nsks We were engaged to perform detailed
market rescarch and analysis o achieve its goal of becoming a market leader

and also to provide overall programme management of the project

0 A medium sized manufaclunng company spread across nine countries needed
more umely and accurate management information systems Ineum worked on
software sclection, business process implementation and projeet management lo
ensure that the systems were installed on time and within budget

D A defence manufacturer required the harmomsing of product life-cycle
management tools and processes across the different suppliers” countrics and
companies A lack of integration was slowing down the exchange of information
Ineum worked with many suppliers in numerous countries Lo ensure full
installation of all processes and procedures

O A financial services company wanted quickly to improve and extend its services to
customers Ineum helped design and develop the services and ensured the
instaltation happened to allow the product launch to go ahead on time

France +33 15524 3000 Belgium +32 2 663 1920
Luxembourg  +3522637 74 1 Netherlands 431 20 312 0400

www ineumconsulting.com
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consultancy provile

Our uniqueness

Qur focus

How we work with clients

Satisfaction

Representativa clients

Our people

What we are not

Parson Consulting develops excellence in finance and operations To meet today’s
standards of corporate governance, we do not audtt or rescll software and therefore
are free of confhicts of interest Qur financial management consulung services are
provided from 17 offices across the United States, Europe and Asia Paaific

Parson Consulting assists Chief Financial Officers to provide valuable financial
mformation and msight to stakeholders through strategic finance, accounting

and finance aperations, governance and nsk management, and corporate transaction
support

We enhance chients’ management decision making through business planming,
stratcgy monttoring, business process improvements, financial systems opimisation
and project management

We assist (inance functions and operational support funcuons whether they adopt a
maximum efficiency, maximum value added or balanced service approach

We systematically implement agreed upon, practical solutions using the
nght combmation of funcuonal expenience and consulting skills in process design
and systems applications

We establish a collaborative approach and participate in the capability development
of chents’ teams OQur objective advice stems from our independence from auditors,
software providers and outsourcing companies

We provide services that avditors are prohibited or discouraged from supplying
under the Sarbanes-Oxley Act and other similar regulations and guidance, often
with preferred supplicr status

We have a very high client satsfaction record Qur client satisfaction level of over
90% 15 mere than twice the industry standard

(Based on independent research conducted by Keneaa - Gamiz Wiley, an independent research firm)

We have worked with over 1,000 clients, including over one-third of the Foriune
500 Among them are Arcelor, Astra Zeneca, Awvis, Barclays, Citigroup, EDF,
Ford, Schaeider, Shell, SNCF, Unilever and Warner Bros

Our people typically have extensive professional expenence and have worked in
financial management and operatianal roles They are full tme consultants

External or tnternal audrtors, policy and strategy consultants, tax advisers, merchant
or investment bankers, software or hardware on-scllers, software
coders/programmers, recruitment consultants We know what we can do well and
limit our practice to our expertisc
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How we charge

Our challenges to clients

Engagement snapshots
Strategic financo

Accounting and finance operations

Govaernance and nsk management

Consolidation, reporting and BPM

Transaction assistance

Regtonal offices

Inwal discussions are free and without obligation We generally charge weekly to ensure

chents have a clear understanding of a project’s progress Fixed fecs can be agreed for

tightly defined projects

3o you produce accurate, business relevant information on a timely basis as efficiently as

possible? Does your business comply with corporate povernance standards such as

Sarbanes-Oxley? Do you need assistance with modelling and forecasting in relation to a

corporate transactton” Do you need truly independent advice on finance systems selection

or oulsourcing scenanos?

Are your existing auditors or consultants free from auditing conflicts of interest {(whether

actual or percerved)? Do they have the breadth and depth of expenence as full-time

consultants that you require?

Parson Consuliing can meet all your financial management consuitng needs

o

0

(w]

O

After a strategic finance review, the reporting lines for a large ol company were
restricted (o ensure that the financial and non-financial KPIs were reported
consistently by each back office function and geographuc region

Following the merger of a European defence company, we examined 1ts operaung
structurce, forecasting and overall effictency Savings of over £17 nullion were idennified

A 60% reduction i the monthly close cycle ime was obtasned by instailing a shared
service accounting centre for a Fortune 200 diversified manufacturer

After compleung the Sarbanes-Oxley Section 404 comphance work for a global
consumer goods manufacturer, the work was expanded to 1dentify control improvements
and other opportunittes regarding process efficiency and operanional nsk

The design, development and worldwide implementation of an integrated Business
Performance Management system was achieved willun twelve months for a major
miernztional group in the heavy industry sector The system and process covered the
cntire reporting cycle from medium term planning te financial, capital expenditure and
KPI reporting on a weekly and monthly basis

A pnvate equity backed business was supported through its twin track [POftrade sale
process, prepanng forecasts and information as part of the due diligence process

An £800 million pan European serveces business required specialist resource to
assist with its sccondary fund raising by project managing the internal process,
preparing and chatlenging forecast information and hiaising with stakeholders

USA +1 312 541 4690 France +33 1 4076 9000
UK +44 20 7710 5200 Austraba +61 2 B913 9600
Belgium +32 2663 7920 Netherlands +31 20 312 0400

www.parsonconsulting com
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consultancy protile

Our uniqueness  Proudfoeot Consulting tmplements sustamnable operational improvements at no net
annualised cost to its clients We operate globally wath offices 1n six continents

Qur focus  Our consulting offering combimes three core disciplines

O Process improvements: The thorough review and redesign of existing business
processes for sales, output, direct costs, overheads or capital expenditure to

tmprove measurably their effectiveness,

O People solutions: Working with, educating, tratning and communecating wath all
relevant people to provide solutions that align thinking and behaviour 1n support

of the redesigned processes and to facilitate positive change, and

! Management operating systems: The development of coherent impactable

mdicators to precipitate corrective managenal actions

We call the successful combination of these three disciplines an installation We
project manage the installation using the propnietary techmique of Co-Venture® which,
through partnership with our chients, accclerates the pace of change from the

£ consulting intervention

How we work with cllents  Furst, we identify the opportunities for improvements in profitabmlity through
discussions with senior management Second, we analyse the identified opportunities
using an cxienstve suite of propnctary techmques to quantify the extent of the benefits
obtamable Finally. we undertake an installanion to realise the identified benefits

N
. . ’ Satisfactlon We ensure continuing satisfaction by weekly meetings with our chients which include
approval of work performed and fees icurred Any ssues are therefore promptly
addressed and overcome To demonstrale our commutiment, clients have the right to
e termuinate the eagagement at two weeks™ notice without penalty Qver 90% of our

. clients are prepared to provuie references

(- {Based on independen: research by Frankiin Consulting Works, an exiernal research firm)
M
\n
v, Reprosentative clients  Clients span all industries and all geographic regions Representative clients include
/\ . AMP, BP, Dcgussa, Exide, Newmont Mining, Sara Lee and Société Générale
Qur people  Our analysts are highly trained to idennfy clients’ issves and quannfy the impact of
those 1ssues Our consultants are typically former managers with practical expenence
AR
K. who have become consultants in their 30s We have people with backgrounds in
7N most industnes

What we are not  Strategy consultants, IT installers, HR policy consultants, outsourcers We know
what we can do well and imit our practice to our experuise

PN AN
NSNS

gt
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How we charge

Our challenges to clients

Engagement snapshots

intual discussions are free and without obligattion Business reviews that analyse
improvement polential are charged on a ime basis The installation 1s also charged on a
fixed-fee basis ensunng that the annualised benefit to the clicnt 1s a multiple of our fees

If you can say that you are conteat with your level of profitability and productivity, you

do not want us

If you believe that you can improve, you should be talkimg to us With our fee structure,
what have you got to lose?

&1 An insurance company halved the new product development ¢ycle by stalling more
tmely and frequent lannches of targeted products resulting in a sales increase of over
US$15 mullion within nine months

O Over five years working with o global telecoms manufacturer on production, logistics,
product development and revenuce enhancement, we delivered over US$157 million of
profit improvements

o1 A worldwide floonng and kitchen manufacturer had successfully increased its sales
but needed a better management system to delver its products to fulfill the orders
The new process and procedures delivered a profi improvement of over USSt3
million annually

O A leading business service provider focused on outsourcing and markeung services,
reduced costs by £2 milhon whilst improving relationshups with key clients by
installing relevant and efficient KPIs and a focused management operating system

O For ten years, we have worked with one of the world’s largest mining companmes to
mncrease production at different sites aganst a background of inihally falling and more
recently nising minerals pnces We have achieved over £78 mithon in profit growth in one
case and 1n ancther extended the life of a mune by ten years

o Call centre employees at a global 100 telecoms company only spent 25% of thewr
ume selling with the rest of their ime spent on onerous administration By streamhining
admimistration and umproving the handhing rates, sales increased by £2 8 mulfion and
annual cost savings of £1 rullion and mproved customer service were achieved

O Partnering with a car component manufacturer, we improved the supply chain
effictency and procurement practices resuiimg n benefits of US$3 3 mllion

O Working in a unromised environment, we increased produchivity in operations,
streamlmed an organisattonat structure and optimised the purchasing system, reducing
costs by 27% and saving €5 8 million

Regional offices North Amenca +1212 755 2550 Pacific +61 2 9957 5027
South Amenca +55 11 3443 7803 Africa +27 11 706 8080
Europe +44 20 7710 5100 China +852 3102 293§
www proudfootconsulting.com
Management Consutting Group PLC annual repont gnd sccounts 2006 9




consultancy profile

10

Our uniqueness

Qur focus

How wa work with clients

Satisfaction

Representative clients

Salzer Consulting 1s the HR partner of chowe for leading companies who arc
expanding rapidly m Asia-Pacific providing HR project management and human
effectiveness improvement through proven products and tailor-made solutions We
cambine deep commercial knowledge with sound cultural understanding of the

different countnes throughoul the Asia-Pacific regton

Salzer Consulting assists chents to achieve exceptional growth through

0 Organic expansion: Ramd expansion of workforce and start-up support

0O Inorganic expansion: M&A support - HR and leadership due diligence, post

acquisitton support and revitalisation, and orgamsation transformation

O Market entry: Full HR outsourcing and general advisory support for entry into

new markets

0O Execulive search: Resourcing of semor executives, leadership teams and rare

skalls (including remote sites) and successful managing of localisation

We develop close collaborative partnerships with ovr chents and accept project
responsibiity We inihally scope the challenges resuluing in the provision of a
proposal contaiming a detaled plan 1o address the 1ssues which 15 accompamed by a
week by week schedule of activities and dehiverables/milestones

Our consultancy projects involve small teams of highly skilled consultants who
estabhish project offices on-site warking closely with our chients’ management and
staff always mvolving them i problem-solving and solutions

Salzer Consulung executive search techmques differ from our compettors i that
we do not accept clients where we could possibly have a conflict of interest, we
can then scarch across ail potential employers Our well qualified researchers find
the best candidate for the job using intelhigence and sound business thinking
combined with sigmficant value-add as to tocal talent avalability, cost management
and retention/integration 1ssucs

Salzer Consulting prides wself on a huigh degree of repeat business (80%)
reflecting a gh level of client satisfachon Most chents use both our
consultancy/project management services and our execulive search services

Our clients span a number of industnes and geographies within the Asta-Pacific
region and mclude Asian American Coal, Becker Miming, BNP Paribas, Carlyle
Group, Global Mart Supermarkets Fund, Lynas Corporahon, Rolls-Royce, Sino
Gold, Telstra International, Wall Street Inshitute and Warner Music

Managemant Consutting Group PLC annual repart and accounts 2006




Our people

What we are not

How we charge

Cur challenges to chents

Engagement snapshots D

Regional offices

Our multi-hingual consultants ure from business and consultancy backgrounds
with solid hands-on expenence

Strategy consultants, IT mstallers, financial management consultants, lawyers or
accountants

Inmtial consultations are free and without obligation Qur engagement terms for
consultancy projects are based on a fixed fee which covers a scoping study and
thereafter follows detailed schedules and milestones against winch fees are
charged For search assignmeats, our fees are enther percentages of gross

remuneration or a fixed fee

Do you want the world’s best business practice m Chma and other developing
Asian economies? Do you want highly productive. motivated workforces in Asia
and Austealia? Do you wanl to avoid the problems faced by your compeution i
building your supply chain in Asia?

We worked with the world's leading manufacturer of precision engunes to put n
place their regional succession planning i China, India, Japan, Korea, Simgapore
and the UAE

A major USA based FMCG multinational was comimtted to a significant new
growth progranune 1n Asia-Pacific All Aswan divisions had probletms due to
non-responsiyeness 10 weslern practices and lack of transparency Salzer
Consulting led the project to achieve the growth targets. o redesign the
orgamisational structure, re-focus mtiatives, inmate cultural change programmes
and install a mentoring programme

We assisted a US based company m the acquisition and consolidation of over a
1,000 food outlets across China by assessmenl and evaluation of the senior
management team post acquisttion, delivenng outsourced HR support while
bwilding the HR team, salary benchmarking and conducting our specialised
behaviour change programme for China - “Xin De Kai Duan ™

Salzer Consulung provided a major US based music company’s Japanese
division with a semor management mentostng programme following on from our
revitalisation imtiative — “Ishin”

Hong Kong + 852 2167 B726 China +86 10 852 00235
Japan + 81 3 3490 6671 Austraha +61 2 9233 8066
Singapore + 65 6322 8554

www thesalzergroup.com
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management statement

The Group made sigmficant progress in implementing 1its strategic plan Lo deliver

growth through broadening its consulting offenng 1n existing and new geographies

The acqusition of Ineum provided a third, substantial consultancy to the Group's

portfolio diversifying the service offenings and deepening the Group's European

footpnnt The Group also invested in Salzer Consulting, a specialist human resources

consultancy opcrating in the fast expanding market place of Asia, with a particular

focus on China

Operationally, all busimesses are making progress towards realising therr potential

albeit that each 15 at different stages of mmdividual development

The current year has started with good momentum and the arder book has improved

solidly from 1ts satisfactory position at the year end

The performance of the four consultancics s set out helow

Year endad Year ended
31 Dac 2006 31 Dec 2005
£'000 £'000
Revanue
Ineum Censulting 23,709
Parson Consulting 34,301 43,216
Proudfoot Consutting 88,858 86,385
Salzer Consulting 222 -
146,890 129,601
Undartymyg profit from operations®
Insum Consulting 2,780 -
Parson Consulbng {2,108) 2,245
Proudfoot Consufting 15,575 10,417
Satzer Consulling () -
16,156 12,662

“before nonecurmng tems and cqured intangeblo ossat amortisation In 2008 (hesa consnt of £2 100 000 ikegration
costy and £643,000 amortsaton of acqured intanghie assets, offgst by the relsass of a £3)5 000 surplus prowision
(2005 & relonse of » £697 00D surphis provision only] The effect of thess o to reduce undertying profit by £2 708 030
0 2008, and {0 fcrease underyng profil by £897 000 1 2005 Net finance charges of £0 1 milkon {2005 £0 4 mithon
incama) resuit i profit befors tax of £13 3 maton {2005 £13 9 mdion)

Total revenue for the year was up 13%
to £146 9 million Ineum Consulting
(which was a member of the Group for
four months) accounted for 16% of
revenue, Parson Consutuing accounted
for 23% of revenue, Proudfoot
Consulting accounted for 60% of

revenue and Salzer Consultmg (which
was a member of the Group for three
months) accounted for 1% of revenue

The acquisition of Ineum Consulting
resulted 1n & matenal shift in the
geographic distnbution of revenue

Management Consulung Group PLC annual report and accounts 2005

The Amencas accounted for 44%
(2005 61%) and Europe accounted for
48% (2005 31%) of Group revenue

The gruss profit margin continues to be
tightly managed and remaims at 50% of
revenue Stlling costs reman at 27% of

revenue

Overall, underlying administrative
expenses are unchanged from the
previous year, but this masks an
increase of £2 5 rmillion due 10
admumisiralive expenses tnherent in the
acquired companies which were offset
by cost savings over the course of the
year 1n the remainder of the Group

Fallowing the acquisttion of Insum
Consulting, we embarked on a rapid plan
to integrate that consultancy mnto the
Ciroup Non-recumng costs of £2 1
mihion were incurred m respect of
rebrandimg, financial management
alignment, office moves, knowledge
management, launch meetngs, works
council procedures and professional fees
Partially offsctting those costs, was a
non-recurring credit of £0 3 nullion
(2005 £09 nullion) associated wiath a
susplus provision ansing from the
disposal of Proudfoot’s Japancse business
m 2000 No further profits or losses will
anse frum that transaction Additsonally,
£0 % rmulhon of amortisation has been
charged 1n the profit and loss account
arsing from the acquisition of Ineum’s
customer relanonships and orders which

arc accounted for as intangible assets

The underlying profit from operations
rose 28% 1o £16 2 mullion (2005 £127
mulhon)
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management statement

(continued)

The underlying EBITDA margin was
12 3% compared with [0 6% last year Qur
target EBITDA margin remains at 15%

After chargimg the non-recurring costs of
a net £1 § million (2005 £0 9 milhon
credit) and amortisation of intangible
assets arsing on the acquisition of Ineum
of £0 9 mlhon (2005 £-), the operating
profit was httle changed at £13 4 milhion
(2005 £13 6 milkion)

The Incum acquisition was partly
financed out of cash resources and new
debt resulting (n micrest cxpense of £1 3
million (2005 £-) which was partly
offset by investment income of £1 2
mullion ansing pnumarly n the first cight
months of the year Group pre-tax profits
were £13 3 mullion (2005 £13 9 milhion)
Underlying pre-tax profits increased by
28% to £16 2 million from £12 7 mulion

The effective tax charge on profit before
tax, as adyusted for the credit associated
with the Japan indemnity provision and
the amortisation charge related to the
Ineum acquasition, 18 33% (2005 32%)
and mcludes 8% pomts (2005 12%
points) of non-cash tax itlems required to
be included n the charge by accounting
standards and 3% points (2005 9%
pomts credit) related to pnor years The
current year “cash tax” charge 15
therefore 22% (2005 29%)

Basic carnings per share were 4 | pence
{2005 5 3 pence) After adjusting for
post tax, non-recumng items, the
amortisation of intangibles and non “cash
tax™ ttems, the adjusted camings per
share were 6 1 pence (2005 5 0 pence)
1t 15 estimated that the Ineum acquisiteon

14

wcreased underlying camings per share
by over 15% 1o the period

Ineun Consulting

Ineum Consulting has performed ahead
of our expectations Revenue increased
by 23% over the same penod of last
year The integration plan thal
commenced on closing 1s being
executed 1n hine with the planned
timetable and the consultancy s adding
a new dimension to the Group's
services in the French speaking markets
of Europe Its operating margin before
the one-off costs was {1 7% compared
with 10 5% achicved 1n s last financual
year ended 31 May 2006 The mcreased
margen 15 prrmanly associated with the
seasonality of the business

Parson Consulting

As previously reported, Parson
Consuliing's revenue was held back by
1ts US operation which was slow to
transition its offenngs from Sarbanes-
Oxley related eagagements In Apnl
2006, we suengthened the management
of Parson North Amenca, so separating
that unit’s management from that of the
consultancy’s management as a whole In
addition, the management structure was
simplified and restructured and theee was
intense reinforcement of core sales
dscrplines Good progress was made
owtside the US The operating loss for the
year was £2 1 mulhon of which £1 9
milhon was mecurred m the first half

Proudfoot Consulting

Proudfoot Consuling grew its revenues
by 3% over last year Excellent progress

was made by Proudfoot Consulting in
IMprovIng 1ts operating margin to 18%
{2005 12%), pnmartly due to the
elimination of Evropean losses through
better management of resources The
consultancy contmued o mvest in the
development of 1ts busmess i China and
re-entered the Brazihan market after an
absence of some seven years

Salzer Consulting

Salzer Consulting’s impact on the Group
results was immatenal for the penod of
ownership 2007 will be a year where we
largely reinvest its profits back 1nto the
business to cnsurc that 1t 1s able to take
advantage of the market opportumities

m China
Balance sheet

Net assets increased by £54 3 nulhion to
£112 2 mullion The largest component of
the increase was the consideration for
Ineum being partly setiled 1n de forn of
new MCG shares

In accordance with International
Financial Reporung Standards., intangible
assels anismg on the purchases of
businesses have been separately
identified and quantified from goodwill
and amount to £9 0 rmihon before an
associated deferred 1ax hablity of £3 0
mullien, as required by accounting
standards The intangible assets are
amoriised through the mecome statement
whereas the goodwill s not The
aggregate poodwall and imangible asseis
before amortisation 1n respect of 2006
increased by £95 6 milhon primanily as a

result of lhe Incum acquisition
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Debtors have increased sigmficantly from
18 days at the end of 2005 10 39 days at
the end of 2006 Incum Consulting does
not currently operate the same credit
pohcies as the rest of the Group and as a
resull the Group has absorbed £10 8
mithon of working capital since the date
of acquisiion Management 1s in the
process of developing revised credit
control procedures This 15 in addition to
£4 t mllson of net borrowings assumed at
the ume of the acquisition

The Group's overall net debt as at 31
December 2006 was £28 8 million
compared with net funds of £21 6 mallton
at 31 December 2005 £41 0 million of the
movement 15 accounted for by the cash
element of the Ineurn purchase
consideration and £4 | million by the
refinancing of Ineum'’s working capital at
the time of acquisihon

The Liability of the post retirement
obligations has decreased from £11 9
mulhon at 31 December 2005 to £5 4
million at 31 December 2006 The
decrease m the habihity anses from
payments winto the closed US defined
henefit scheme of £2 0 nulhion (2005 £25
mutlion), an increase in the discount rate
from 5 5% to 5 8%, strong investmcnt
performance and the weakening of the US
dollar by 14% n 2006

Strategic progress

Our strategic focus 1s unchanged We are
building a Group compnsing a series of
consultancies with particular specialisms
m different geographies The
diversification of the offerings in 2006 has
added 10 the sirength and decrcased the

nisks of the Group from service hne and
geographic perspectives  Each of the
four cansulting businesses currently
compnsing the Group have excellent
medium term prospects

We now co-ordinate and develop major
chient relationships across the
consultancies to increase the services
provided by the Group's consultancies

Going forward we will continue to expand
the geographical overlap of the businesses
to maxause the benefit that comes from
our cxisting infrastructure We will also
expand our offenings by acquisitions
commensuratc with the market
opportumtics and the absorption of prior
acquistiions nio the Group In bme we
will also expand our offenngs by
acquisitions commensurate with the
market opportunties Whilst size itself s
not a measure of success, diversification
of nsk that comes with size and wider
offenngs 15 an important aspect of
continued success

Management Consulting Group PLC 15
now one of the 30 largest consultancies in
the world operating through its four Imes
of business and n stx continents

Dividend

In the hght of the increase in the size, the
underlying profitamlity of the business
and the cash generation, the Board 15
recommending that the dividend in
respect of the year is mereased by 25%

to 1 O pence per share Subject to
sharcholders' approval, the dividend wall
be payable on 9 May 2007 to sharcholders
on the register on 13 Apnl 2007
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People

We were pleased, curlier in the year, lo
welcome Ineum’s and Salzer’s
employees to the Group The Board 15
dehighted by the way that our people

are working together

Mark Curne, Finance Director, stood
down from the Board on 13 October
2006 He will be replaced by Craig
Smith who will join the Board on 26
Aprd 2007 Crarg Smith and Jacques
Munardo (who jomned the board as a
non-executive director on | Scplember
2006), being ehigible offer themselves
for re-clection at the forthcoming
Annual General Meeting

Prospects

The order book has grown solidly
since the beginming of the year with
trading and work won n the first twe
maonths of 2007 being in line with
directors’ expectations We expect
Proudfoot Consulting to trade in line
with the sccond half of 2006 and for
the other consultancies to show good
growth in first half revenue

The directors are confident that the
Group will show pood progress in

.

Dr Rolf Stomberg
Charrman

Kevin Parry v
Chief Execunve

9 March 2007
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Inancial review

The business, its objectives and
strategy

Information on the Group’s business,
corporate objectives and strategy are
sct out in the corporate profile and
consultancy profile sections of this
annual repon

Dunng 2006 particular attcntion was

directed towards

o continuing the Group's steategy of
growth and diversification by
acquining Incum Consulting and
Salzer Consuluing, and

g bwlding the Parson Censulting and
Proudfoot Consulung bustnesses in
their core geographic regions

Business review

The Group operates four management
consulting busmesses with similar

economic drivers

Ouer business models

ineum Consulting generally charges
clients on a iime and eapenses basis
where oul of pockel expenses are a
pass-through cost Ineum Consulting
bilis chients throughout the course of a
project

Parson Consulting also generally
charges chents on a time and expenses
basis with out of pocket expenses being
a pass-through cost Parson Consulting
typically bills chients weekly

Prowdfool Consulting eams 1ts revenue
through chargng 11s clients fixed fees,
10 assist them to 1mprove ther
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Five year summary

per sharet

+ Adjusted for effect of capial 1ssLa in May 2002
t Adusted for nonrecurrag domy and (ke amor saton of

2006 2005 2004 2004 2003 2002

IFRS {FRS IFRS UK UK UK

GAAP" GAAP" GAAP’

£m £m £m £m £m £m
Revenue 1469 1296 1192 1192 Bge 1073
Undenrtying profit from operatons’ 162 127 116 15 (kI 76
Profit from cperabons 134 136 124 123 02 76
Net finance (cost)! iIncome {01) 04 - - - 04

Taxaton 48 (41) 39 (30) (11) (06}
Profit/(loss) for the year 87 98 85 93 (09) 74

Basic eamings/{loss) per share* 41p S53p 4 6p 50p {0Sp) 47p

Adjusted basic eamings/ (loss) 54p 49 42p 4 Bp (15p) 47p

' For 2004 and prar ihe UK GAAP numbera héve béen adusted to ramave goodwil amoaston whwch was the magpr
adpstment to profil from operatons arsung from the converaon lo IFRS

winngdie Assels asscanind wih scourstions

profitabhity Chents are generally hlted
weekly over the peniod of the
assignment and fees are inclusive of ont
of pocket expenses

Salzer Consuluing generally charges
¢hients on a ime and cxpenses basis
where out of pocket expenses arc a
pass-through cost Salzer Consulting
balls clients duning the course of
assignments

Amounis outstanding from chents are
reported to management on a weekly
basis and appropnate action 1$ taken 1o
obtain payment of any amounts not
paid within the contraciual terms
Trade debtors at 31 December 2006
represented approximately 39 days’
sales (2005 18 days) The increase
the number of days cutstanding 1s
attnibutable to Ineum Consuluing

There 1s no undue dependence on any
individual client project The largest
client in 2006 accounted for

approximately 6% (2005 10%) of
Group revenue We undertook three
separate engagements for that client
The largest single project undertaken
dunng the year accounted for
approximately 3% (2005 5%) of

Group revenue

Each consultoncy actively manages its
utibsanon through ngorows staff
forecasting and scheduling This, in
combination with tght management of
travel and accommaodation costs, allows
us to achieve a consistent 50% gross
margun after allowing for invesiment 1n
traming our delivery staff and tume off
for holidays and sickness We manage
our resource base on a continental and
global basis to optinese vtibsation Our
consultants are ncentivised 1o deliver
quality, profitable asssgnments through
bonus schemes

Qur sales force and Ineum semor

employces are also incentivised
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through a bonus scheme The sales
force 15 paid a base salary and their
bonus begins to accrue once they have
sold a multiple of their salary at our
target margin levels They receive
bonuses based on the cash collected
from fees bulled to clients This results
m the sales cost to revenue ratio
falling as revenue grows Ineum’s
semor employees are pad a salary
and receive bonuses reflectmg
achievement of personal objectives

and vverall business performance

Admimistrative expenses represent the
costs of the support infrastructure for
the consultancies and the head office
management function, which provides
shared scrvice support for a number
of functions including knowledge
management, management
information systems, human
Tesources, strategy, legal, marketing
and some finance services A number
of our facihitics arc also shared across
the world Our overhead base has the
capacity (o support a greater level of
revenue and activity than we curmrently
generate The bonus scheme for our
support staff 1s linked to the
underlying profitability of our
businesses

Information on the trading
performance of the individual
consultancies and geographical units
15 given 1 the Management
Statement

Net assets

Net assets increased by £54 3 milhion

to £112 2 mullion, dnven primanly by
the acquisibon of Ineum Consulting

and the post tax profits in the year

The profit for the year of £8 8 mtlhion
(2005 £9 8 mulhion) 1s arnved at after
charging £0 8 mallion {2005 £06
mithon) for share opnhion charges,

£0 6 rmlhon (2005 £0 8 mulhon) for
deemed tax charges connected to osr
US pension contnbutions, and £0 8
mulhon (2005 £0 8 mtlhon)
connected with tax deductions for
goodwill, and £0 9 mulhon (2005 £-)
for acquired intangible amortisauon,
offsct by a £ 0 3 mullion (2005 £-}
nottonal tax credit None of these
ttemns results in cash outflows

Dunng 2006 we paid a dividend of
£1 5 mudhon (2005 £1 2 milhon}

The major muvements in the net
assets were due to the acquisitions of
Inevm Consulting and Salzer
Consulting The consideration
increased goodwill and intangible
assels by £98 8 millien and net debt
by £344 9 million

The year end net debt balance was
£28 8 milhon, (2005 net funds £2]1 6
million) Gross bank borrowings were
£39 0 milhon (2005 £-) following the
draw downs under multi-currency
facilities which were provided to
finance the acquisition of Incum
Caonsultung and Salzer Consulting and
1o provide worlang capital facihties
for the enlarged Group
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Whilst average exchange rates were
little changed 1 2006 compared with
2005, the year end closing cxchange
rates showed a weakening of the US
dollar 1o Sterling Consequently, Lthere
1s a charge of £4 @ milhon (2005 £15
mullion crecht) o reserves

Resources of the business and
invesiment in the future

The Group's key assels are s client
relatzonships, its people and its
intellectual propesty

Client relateonshups are strengthened
by regularly reviewing the
performance of every engagement, in
conpunction with the client, while the
engagement 15 being undertaken This
cnables timely resolution of 1ssues
ansing to ensure that clients are
ghly sansficd with the results of
each assignment [t1s our objective
that every client becomes a reference
for future chients Post-engagement
reviews of clienl satislaction are
carmed out on all sigmficant
engagements

The remuneration policies of the
Group are designed to retam key
individuels by rewarding performance
and deferning the payment of a portion
of incentive pay which 1s condihonal
on continued employment The
performance of cvery employee 1s
reviewed regularly and actions are
agreed to deal with any (dentified
performance 1ssues In Parson




liInancia

Consulung (outside France) and
Proudfoot Consulting an integrated
performance measurement system
has been installed to enable the
performance of imdividuals to be
measured and compared across the
businesses Ineum Consulting has
sirmlar non-integrated systems of
evalnation The tramning needs of
employees are also reviewed and
talored trmning programmes have
been developed for each of the core
functions within the four
consultancies The headcount needs of
the businesses are reviewed weekly m
light of the projected requirements of
the business as indicated by the
forward order book and order
prospects Standandised employment
contracts that take account of local
laws and practices are in place

The Group has developed an mtranct-
based knowledge management system
to document the intellectual property
that has been developed through many
years of assisting chients In 2007, this
15 bewng extended to cover Inenm
Consulung Chients’ needs arc
regularly reviewed and new services
developed 1n accordance with the
tdentified needs Parson Consulting
and Proudfoot Consulting have a
dedicated Practices group which tum
client needs 1nto concrete offenngs
that we can deliver to the market
Incum Consulting has simiar
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precedures, its semor employecs
undertake a sitmular role on a part-ime
basis Appropnate steps are taken to
safeguard the secunty of the Group's
intellectual property and we do not
hesitate to take lcgal or other actions
to protect it, 1f this 15 necessary

Investment for the future has
continued wn staff skill sets, traming,
management information systems,
knowledge management and
marketing Marketing cxpenduture has
continued to focus on building
potential chients” awareness of the
Group’s brands and the services we
offer

Pnnapal nsks and uncertainties

The Group has operating and
financial policies and procedures
designed to maximise shareholder
value wilhin a defined nsk
management {ramework

The key nsks to which the business 1s
cxposed are reviewed regularly by
senior management and the Board as
a whole

The major risks the business faces are
related to the demand for consultancy
services in each of the markets and
scctors 1 which the Group operates,
mamtaiung and extending our chent
base, attracting and retaining talented
employees, and not using our
mteliectual capital to full advantage

These risks are managed by
anticipating consultancy trends,
dentifying new markets and sectors
in which the Group might operate,
maximsing staff utihsation, having
remuneration policies which reward
performance and promote continued
employment with the Group, and
mantaining a compreheasive

knowledge management system

Potential contractual habiliues
ansing from client engagements are
managed through careful control of
contractual conditions and
appropriate insurance arrangements
There 15 no matenal outstanding
liugation against the Group, of which
the directors are aware, which 1s not
covered by insurance, or provided for
1 the financial statements

Financial review

Capital structure and treasury
policies

The Group took on debt during 2006
The Group had £28 8 millian of net
debt at 31 December 2606,
compnsing £10 3 million cash and
£39 0 mlhon borrowings The
existing capual structure places the
Group n a strong postlion 1o putsue
modest sized acquisitions as part of
11s strategy to grow the Group and
diversify 1ts consulting offenngs The
Group's capual structure 15 reviewed
regularly to ensure that it remains
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relevant 10 the business and is planned

development

The Group's foreign exchange
exposure 1s pnmarily a translation risk
as the Group's businesses operate
mamly in thexr local currencies and, as
a result, the Group's transactional
exposure 1o exchange rate movements
s mimimal Translation nisk ariscs
pnmanly from the goodwill ansing on
acquisiuons bemg denominated 1n US
dollars and Euros There 1s a partial
hedge agamst translation movement
from the US dollars long-term
retirement henefits hallity and the
multi-curtency bank facility, most of
which 1s denominated m Euros

Treasury activitics are managed on a
day-to-day basis by a treasurer who
reports frequently to the executive
directors There are established
treasury pohicics that are reviewed
regularly to ensure that they remain
relevant to our business The objective
of the Group’s treasury policies is to
provide liquidity for the Group at
minimum risk and minimum cost and
to hedge known financial exposurcs
The main treasury risks faced by the
Group are country specafic hywmdity
nsks

Investment of the Group’s cash s
made within policies that cover
countcr party risk and liquidity
Surplus cash 1s 1nvested generally on
maturities of three months or less

commensurate with the matunty of
loan drawdowns Drawdowns under
the mulu-currency facilities allow jor
interest matunities of up to six months
1n US dollars, Euros and Sterling The
Group's term loan 1s drawn down in
Euros to pravide a natural hedge
agamnst the Group's Euro eamungs At
the year end, the working capital
faciliies are drawn down tn Euros
and Sterhing, two of the three mayor
currencies m which the Group
operales The Group’s net debt
posion 1s closely monitored and
there are effective cash forecasting
procedures (n place These procedures
involve careful review of future
billing levels and new business
prospects with operational
management

The Group's retrement benefits
habvility relates to the closed US
defined benefit pension scheme, the
closed US post-retirement medical
benefits plan and French statlary

retirement provisions

The Group actively manages the
potential habihties ansing from the
retrement benefit schemes, regularly
reviewing performance and making
changes where appropnatec Qualified
independent actuaries are consulted
and they carry out regular reviews of
the posiion Dunng ihe year, the
retirement benefit obligations
decreased by £6 5 million to £5 4
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million Cash contributions to the
schemes amounted to £2 0 midlion
(2005 £2 5 mullion) A net actuanal
gam of £3 4 milhon (2005 loss of

£1 7 mulhion) arose as a result of the
discount rate applicable o future
benefits being increased by 03% to
5 8% and the mvestment return bemng
above the long term assumed average
of 8% The funds made a return on
mvestment of 14 2% compared with
the benchmark of 15 3% This s

!} 1% worse (2005 1 4% better) than
benchmark The weakeming of the US
dollar decreased the net hability by
£ 1 million (2005 £1 3 midlion)

Cash flows

The net debt balance at the year end
was £28 & milhion compared with net
funds of £21 6 mullion at the pnor
year cnd

The net cash mnflow from operating
achivities before taxation and penston
funding was £4 3 mstlion compared
with £14 | mullion in 2005 This
represents an operating cash
conversion rate of 32% (2005

104%) The lower cash conversion 1s
attributable to working capital
absarption 1n Incum Consulung The
principal cash outflows were
payments relating 1o the acquisitions
of Incum Consulting and Salzer
Consulung totalling £44 9 milhon,
tax of £4 3 mullion 2005 £27
mllion), net (nvestments in fixed
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(continued)

assets of £2 6 million (2005 £1 |
millan), payments wto the closed
pension and medical benefits schemes
of £2 0 nulhion (2005 £2 5 mllion) and
the payment of the 2005 dividend of

£1 5 million (2005 £1 2 million) Thesc
amounts were offset by £39 0 mullion
drawn down under the Group’s mult-
currency bank facilitics

Taxation

The Group's total tax charge for 2006
based on reparted profit before tax was
£4 6 medlton (2005 £4 1 mullion) The
total tax charge comprises £5 9 million
(2005 £5 4 milhon) in respect of
current year corporate tax £1 B milhon
credu (2005 £-) of deferred tax related
to, principally, the movement on
recogmised assets associated with
carried forward tax losses, and
adjustmenis to prnor years® tax charges
of £0 5 mulhon (2005 £1 2 nnlhon
credit) The current year effective tax
rate based on reported profit before tax
1s 34% (2005 30%) The increase in
the ratc for the current year reflects,
principally a credit in 2005 related 10

prior years

En accordance with accounting
standurds, benefit for cumrent year tax
deductions for pension contnbutions
and goodwill 1s not reflected 1n the
curtemt year tax charge The benefit s
£1 4 nullion (2005 £1 6 milhion)
Offsetting such amounts 1s £0 3 milhon
(2005 £-) relating to a notional tax
credit on the amortisation charge for
acquired intangibles Excluding
adjustments in respect of prior years,
the current year effective “cash tax”
rate 15 22% (2005 29%) based on profit
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before tax as adjusted for the credit
associated with the Japanesse
indemnity provision and the
amortisation charge related to the
Ineum acquisiion, neither of which
are 1axable

We expect aur “cash 1ax” charge to
increase by 4% poinis in 2007 and o
further 7% points 1in 2008 as a result of
the decliming pension contnbution and
the utthisation of brought forward

1S5LCS

We have tax losses sn vanous
counines The ability to utihise these
losses s uncertamn and dependent on
trading profitability, particulariy in
Europe A deferred tax assct of £23
mutlion (2005 £1 1 million) 15
recognused in respect of the part of
these losses that are probable ta be
recovered 11 the foreseeable future

Returns to shareholders

The basic earnings per share amounted
to 4 | pence, a decrease of 23%
compared with the 5 3 pence in the
prior year The diluted earmings per
share amounted W 4 1 pence compared
with 5 2 pence in the prior year
Dndution occurs if performance critena
related to share opuions are met

When judging earnings per share,
analysts normally ehmunate intangible
amortisation associated with
acquisitions and also chiminate non-
recumnng income and costs associaled
with acquisiions and disposals of
businesses This gives a vicw of the
underlying trading performance The

camings per share excluding
amorusalion dechined by 13% 10 4 6p
(2005 5 3p) Excluding non-recurnng
income and expenses U mcreased by
22% to 6 1p (2005 50p)

Having regard Lo the trading prospects
and the cash balance, a final dividend
of 1 0 pence per share is proposed
Thus represents a 25% ncrease uver
the dividend paid tn respect of 2005°s
profits The chvidend 15 covered 3 2
(2005 6 6) umes bascd on the
camings of 2006 (2005)

Gorng concern

The dircctors are satisfied that the
Group has adequale resources to
continue m operation for the
foreseeable future For this reason the
gomg concern basis has been adopted
in prepanng the financial statements

Key performance mdicators

The Key Performance Indicators
(KPis) used by the Board to momtor
progress are revenue growlh, profit
from operations, net debt, carnings per
sharc growth and client satisfaction
We usc these KPIs to monitar
performance because they indicate our
achievements against our stated
objecuve of delivening substantral
shareholder value over the medium
term by acquisition and by delivenng
argantc revenue and margin growth
Our performance against these KPIs 1s
discussed 1n the Management
Statement, Financial Review and
Consultuncy Profiles
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Critical accounting policies

The discussion and analysss of the
Group’s financial position and resuits
are based on the consohdated financtal
statcments which have been prepared
accordance with IFRS The preparation
of the financial statements requires the
development of estimates and
Judgments that affcct the reported
amount of assets and habihities,
revenues and costs and related
disclosure of contingent assets and
hazbilitics at the date of the financial
statements  Actoal results may differ
from these esimates under different
assumptions or conditions

Catcal accounting policics are defined
as those that are reflective of significant
judgmenis and uncertainties and
potentially result in matenially different
results under different assumptions and
conditions It 15 behieved that the
Group's entical accounting policses are
hmited w0 those descnbed below

Revenue

Revenue ts measured at the fair value of
the consideration received or recetvable
and represents amounts receivable for
services provided to third panies i the
normal course of business Revenue
from services 15 recognised when
services have been provided and the
night to consideration has been earned

[f services have been provided to third
parties but no billing has been made,
cshimatcs are made of the amounts
receivable These estimaies are based on
the nature of the services supplied and
contract terms  Any sigmfilcant under-
estimation or over-estimation of

amounts receivable could have a
matenal effect on the Group’s
financial posihon and results of

opcrations

Goodwill and other intangible fixed
assels

Under IFRS goodw)li 1s caprtalised
and tested for impairment annually
and when events or changes in
circumstances ndicate the carrying
valuc may not be recoverabie
Intangible assets with finite hives are
capitalised and amortised over their
remaining useful economic lives
Changes in assumptions used in the
Group’s impairment reviews or
estunated useful economic lives
could have a matenal effect on the
presentation of the Group’s financial

position and results of operations

Details of the assumptions used im
the Group’s goodwil] impairment
reviews are included i note 10 to
the financial statements

Employee benefits

Accounting for penstons and other
post-retirement benefits involves
Judgment about uncertain events,
including, but not lumted to,
discount rates, life cxpectancy,
future pay inflation, expected rate of
return on plan assets and expecled
health care trend rates
Deternunation of the projected
benefit obligations for the Group’s
defined benefit pension scheme and
post-retirement plans are important
1o the recorded amounts in the
statement of recogmsed income and
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cxpense and the habihity recorded
tn the balance sheet Actuarial
valuations are carmed cul annually
Detauls of the assumptions used ure
included n note 17 to the financral
statcments

Income taxes

The Group 15 subject to income taxes
in numerous junsdictions Judgment
1s required 1n detecmning the world-
wide provision for income taxcs
There arc transactions and
calculations for which the ultimate
tax determination 15 uncertain unttl 1t
has been audited or agreed with the
tax authontics Where the final
cutcome of these matters 15 different
from the amounts that were imtally
recorded, such differences will
impact the mcome tax and deferred
tax habihtes and assets i the pertod
in which such determination 15 made

The Group's management has
discussed the development of the
estimatcs and disclosuses related to
cach of these matters with the Audit
and Risk Commuttee and note 2 to
the financial statements provides
additional discussion of the
apphication of these esimates and
other accounting policies
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board of directors

&« W

Chawman

R W H Stomberg

Dr Rolf Stomberg, aged 67, joined the Board in September 1998 He 1s Chairman of the
Supervisory Board of Lanxess AG and a non-executive director of a number of leading
mternational compames meluding TNT Group, Reed Elsevier PLC, JSC Severstal and
Smith and Nephew plc He was formerly a director of Bniuish Petroleum Company Plc
where he spent 27 years, latterly as Chuef Executive of BP Onl International He (s
Chairman of the Nommations Commutice and 2 member of the Remuneration Commuttee

Chief Executive **

K A H Parry

Kevin Parry, aged 45, was appotnted Chief Executive on | January 2000 A graduate in
management studhes from Cambndge Umversity, he qualified as a Chartered Accountant
with KPMG in 1986 He was appointed a London partner in that firm in {994 and, on
appointment a5 a managing partner in 1998, joined the UK firm’s management tcam and was
responsible for the Information, Commumications & Entertainment practice  He left KPMG
to join the Group on 31 December 1999 He 15 2 non-executive director and chairman of the
Audit Commuttee of Schroders ple and a non-executive adviser to Kmight Frank LLP

Finance Director

C H Smith

Craig Smith, aged 43, will be appomted Finance Director on 26 April 2007 He was
previously Group Finance Pirector at Huntleigh Techrology PLC and prior to that was
European Finance Director of two US based compames in the product iennification and
prmung ink industnes

Non-executive Director

A J Barbar * # **

Alan Barber, aged 59, joined the Board 1in Apnit 2005 He 15 a non-executive director of
Invesco Enghsh & Intemauonal Investment Trust PLC, JP Morgan Fleming Sapanese
Investment Trust PLC and Western & Oriental Plc as well as two other private
companies He is a former non-executive director of lastminute com PLC and Teather &
Greenwood Holdings PLC and was a partner 1 KPMG's London office up 10 2004 He
1s Chairman of the Audit and Risk Commttee
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Non-sxecutive Director

J A Manardo

Jacques Manardo, aged 60, joined the Board on 1 September 2006 He holds a masters degiee
i pnivate law and 15 a chanered accountant He was formerly Chairman and Chief Executive
Officer of Delonte & Touche France and Europe and a member of its worldwide executive
commutice He 1s Chairtnan of GEM Group, a holding company which he founded n 2002
and which consists of a number of start up businesses with different service offenngs He has
served as a board member of the IMD Schaol in Lausanne and of the World Business Council
for Sustanable Development in Geneva and has been a member of the International
Accounting Standards Transformation Commttee He has been a non-executive director of
Fortis since 2004 He s decorated with the Chevalier de la Légion d'Honneur

Non-exacutive Diractor * ¢ **

Baroness Cohen of Pimhico

Baroness Cohen, aged 66, joined the Board in August 2003 She was ongnally a
solicitor, then had a career in the Department of Trade and Industry and subsequenily
as a corporate financier and adviser in the Charterhouse Group She sits as a

Labour peer tn the House of Lords She 1s Chairman of Inviseo Media Holdings
Limited and a non-executive director of the London Stock Exchange PLC and FRL
Electronics ple She is the Semor Independent Director and, until 19 Junc 2006, was
the Chairman of the Remunerauon Commitice

Non-executive Director

J P Bolduc

J P Bolduc, aged 67, joined the Board in September 1996 He s a US artizen and 15
currently Chairman and Chief Executive Officer of JPB Enterprises, Inc He was
formerly President and Chief Executive Officer of WR Grace & Co and Prestdent and
Chicl Exccutive Officer of J A Jones Inc He also serves on the Boards of Unisys
Corporation, EnPro Industries, Inc and Lance, Inc as well as several other pnivate and
not for profit enterprises

Non-executive Director

S AFerriss ¢

Stephen Fernss, aged 61, jomned the Board on 3 March 2006 He is a US ciizen residing i
London He spent |7 years at Bank of Amenca working in the United States of Amenca and
latterly 1n London and Madnd [n 1987 he joined Bankers Trust and served tn various roles
including managing director and partner of the Bankers Trust's Global Invesiment Bank m
London and New York He spent three years from 1999 to 2002 as President and CEO of
Santander Central Hispano Investment Secorities Ine He 15 a non-executive director of
Santander Bancorp in Puerta Rico

Non-executive Director * **

A H Simon OBE

Andrew Sumon, aged 61, joined the Board on 3 March 2006 He spent 23 years as the managing
director, chief executive and chmirman of the Evode Group PLC Mr Simon holds an MBA from
Wharton Schoel of Finance in Philadelphia and has a diversified range of non-execunive direclor
and chairman positions He 1s the non-executive Chairman of both Azchs SA, a pan-Eurcpean
speciality chemicals company, and Meretec Limited He 1s a non-executive director of Brake Bros
Limited, Dalkia PLC and Travis Perkins PLC i the UK and of Finnmg Intemnational Inc i
Canada He sits on the supervisory board of SGL Carbon AG in Germany He was appointed
Chaurman of the Remuneration Commuttec on 19 June 2006

s Member of the Remuneration Commtiee #*Member of the Audht and Risk Commitiee **Member of the Nominanons Commuttee
Nole ages are as ot the date of the Annual General Meeting
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directors’ report

The directors present thesr annual report, incorporating their reparts on caorporate governance, audit and nisk, and
remuneration, together with the audited financial statements for the year ended 31 December 2006 Thesc will be laid before
thc shareholders at the Annual General Meehing on 26 Aprnil 2007

Activity

The pnncipal activity of the Group 1s the provision of management consulting services Details of the Group's pnncipal
subsidiary undertakings, through which it carries out its activities, are set out in note 27 to the financial statements

Business review

The Company 15 required 10 set out in this report a fair review of the business of the Group duning the financial yvear ended
31 December 2006. the position of the Group at the end of the financial year and a description of the pnncipal nsks and
uncertmnties facing the Group (known as a ‘Business Review') The information that fulfils the requirements of the Business
Review can be found in the Financial Review section of the Annuoal Report

Group results
The Group's profit before taxation for the year ended 31 December 2006 amounted to £13 3 million (2005 £13 9 mulhon)
Dividend

The directors recommend the payment of a final dividend of | O pence (2005 08 pence) per share to be paid on 19 May
2007 1o ordinary shareholders on the register on 13 Apnit 2007

Directors

"The names and bnef biographical detauls of the dircetars are shown on the preceding two pages Dr Stomberg, Mr Parry,
Mr Bolduc, Mr Barber and Baroness Cohen held office throughout the year Both Mr Ferniss and Mr Simon were appointed
on 3 March 2006 and Mr Manardo on 1 September 2006 Mr Cumie stoed down on 13 October 2006 It 1s anticipated that
Mr Smith will be appawnted a director an 26 Apnl 2007

In accordance with the Company’s Articles of Association, Mr Manarde, having been appownted a director after the last
Annual General Meeting and Mr Smith, conditional on being appointed a director prior to the Annual General Meeting, will
offer themselves for re-clection at the forthcoming Annual General Meeting Mr Parry and Mr Barber will retire from the
Board by rotahon at the forthcoming Annual Generat Meeting and will offer themselves for re-election

Dunag and at the end of the financial year no director had a matenal mnterest 1n any contract of sigmficance to which the
Company or any subsihary was a party Related party trunsacuons are disclosed 1n note 26

Creditor payment policy

The Group's policy, 1n relation to all of its suppliers, 1s to agree the terms of payment when first contracting wath the supplier
and to abide by those lerms provided that 1t 1s sabisfied that the suppher has provided the goods or services in accordance with
the agreed terms and conditions The Group does not follow any code on payment practice but operates a prompt payment
pohicy on setthing nvoices The amount of trade creditors shown m the balance sheet at 31 December 2006 represents 50 days
of average purchases dunng the year (2005 24 days) for the Company and 20 days (2005 15 days) for the Group
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Substantial share interests

As al 6 March 2007 (the latest practicable date prior to the issue of this report), the Company had been notified, in
accordance with Chapter 5 of the Disclosure and Transparency Rules 1ssued by the Financial Services Authonty, of the
following nlerests in the ordinary share capital of the Company

no of % of 1s5ued
ordmary shares  share capital

Schroders PLC 31,880,090 1180
Barclays PLC 23,868,211 81
Legal and General Group PLC 10,861,807 a0

Corporate social responsibility

The Group 1s committed io making a positive soctal and economic contribution in all the places it operates This is driven by
the Board Emphasis 15 placed on ensuring that we continue to create and mantain trust 1n and loyalty to our Group by all
our stakeholders

The Board annually assesses the social, environmental and ethical (SEE) impact of the Group's business and ensures that any
risks ansing are being managed appropnately as recommended by the Association of British Insurers (AB1) The Board has
carmed out an assessment of its SEE nisks and based on feedback from management has concluded that the Group's cxposure to
SEE nisks 15 hmted, pnmarily due to the nature of its operations Further information on the environmental and ethicat policies
adopted are provided below

The Group's internal audit function assists the Board in confirmung disclosures made in the annual report and 1n reviewing the
Group's treatment of SEE, matters

Environmental policy
The Group’s envuonmental policy aims to mmumise, where practical, the Graup’s impact on the environment

As a group of management consulting companies, the Group’s business has a relatively small inpact on the environment
Nevertheless, the Bourd recognises the quality of the environment m which 1l operates 15 a concern for its stakeholders and
others in the community and conseyuently 15 essenual to the long-term financial performance of the Group

As a member of the FTSE4Good index, the Group ensures that all laws, regulations and official guidelines 1in the countnes i
which 1t operates are complied with

Following the reporting guidelines issued by the Department for Environment, Food and Rural Affairs (DEFRA), the Group's
Environmental Officer has identified areas where the Group could have an impact on the eavironmient and has taken steps to
reduce this impact These are detailed below Reviews of the quantitative impact on the environment in these and other areas
will continue 1o be undertaken to enable the Group's environmentat performance to be assessed and further improved

Energy use and climate change

Carbon dioxide 1s one of the most ssgnificant air pollutants as a by-product of energy consumption and 15 the major
contributor to the “enhanced greenhouse gas effect” Last year we noled that we had initiated a programme to measure the
amount of etectnoity being used in our largest offices, to idenufy where reductions can be made tn the future Progress has
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been made and the programme 1s being implemented in the new offices added to the Group during the year

Due to the nature of the busmess and the need for employees with appropriale expenence to work on projects, employees
regularly necd to travel to chients’ sites This often mvolves travelling to diffcrent countrics, however, because of careful
resource planning, 90% (2005 90%:) of flights made by employees are short-hanl The Group's cmploycees are encouraged,
wherever possible, to share privale road transport or use public transport

Whilst further improvements are being targeted, the Group has made progress 1n reducing encrgy consumption  There 1s an
ongoing programme to install energy saving devices within all our offices, including those added dunng the year as part of the
Incum and Salzer acquisittons The prnincipal methods adopted by the Group to reduce energy consumption are as follows

mslalling automatic power-off systems on hghts and certain equipment,

®  using energy efficient highung,

®  using ime-swiiches on air conditioming systems, and

P reducing travel by moking usc of video conferencing facihnes

“Waste and recycling

The wncrease 1n waste generated 15 a senous problem in many of the countnies in which the Group operates The shortage of
new landfill sites m these countnes 1s well docomented, as are the potential health impacts and carbon dioxide emissions
causcd by landfill sites

Quanutative information regarding the amount of waste produced by the Group dunng a particular pertod 15 currently not
available, however it 1s estimated that over 7)% of such waste could be recycled Most of our offices recycle printer cartndges

and over half currently recycle paper or have plans to implement dunng 2007 The Group has maintamed its efforts to reduce
wasle and increase recycling by

encouraging employees Lo recycle paper and toner cartrulges Recyeling facihties are available in the largest offices and by
o the end of 2007, the Group aims to have facihities in all of s offices,

grvmg furmnsture and computer equipment which is ne longer needed (o loca) schools and chanues, and

@ stnpping obsolete computer equipment for useful parts before being disposed of 1n accordance with the European Waste

o Electnical and Elecuromc Equipment Derective

Water

Water usage throughout the world ss growing at an unsustamable speed The Group does not use a significant amount of water,
however where avalable, the Group seeks to lease buildings with water-effictent fitungs and white goods

Health and safety

‘The Group 1s committed to achieving and maintaiming the highest standards of health, safety and welfare for 1ts employees

throughout the world Employees are one of the Group's most important assets and their health and safety 1s cnitical to
business performance by reducing the costs associated with workplace imjunes and ill-health

The Group mms to comply with all laws, regulations and official gutdelines relating to health and safety m all 1ts offices
throughout the world Due 1o the many difierent locations of the Group’s offices, the Group does not have a single detatled
worldwide policy Instead, it 1s the responsibihity of a semor employec 1n each office to ensure that his or her office mecets the
high standards the Group aims for

In the UK, the Group Health and Safety Commuttee, chawed by the Director of Human Resources and including three

26 Managament Consuttimg Group PLC annval repor and accounts 2008




employees, has a policy that not only adheres to the Health and Safety at Work Act (1974) and the Management of Health
and Safcty at Work Regulations, but also icorporates views of other employees Duning 2006, a review of health and safety
policies n cach office was undertaken so that necessary improvements could be made

Group ethics

The Group subscrbes to the Associanon of Management Consulting Firms” Code of Ethics (available at www amcf org) and
1 the UK the Cade of Ethics of the UK Management Consultancies Association (available at www mca org uk)

The codes of ethics conform to regulatory and legislanve inivatives and assure the users of consulting services that members
are publicly committed 1o providing the highest quality work

Wiustleblowing

The Board considers the financial management team as holding an important role in corporate governance, having both the
responsibihity and authonity to protect, balunce and preserve the interests of all stakeholders Specific polices are in place and
form part of the financial management team’s twice-ycarty appraisal

Adl employees can voice thetr concemns about any unethical behaviour through an mtemal “whistleblowing™ process

Employees

The Group aperates in a nuimber of countries and 1ts employment practices vary to meet local requirements and best practices
within a framework established by the Group

It 15 Group policy that all peeple be treated with digruty and respect The Group 1s commutted 1o providing and fostening a
working environment that 1s free from harassment, disenmination, vicimisation or bullying, and where all employees are
treated with digmity and respect

Qur ability to become a high-performing orgamisatton depends on our mclusion of people who come from diverse
backgrounds It 1s Group policy to ensure equal opportunities exist without discnimmation for all employees, irrespective of
ther race. colour, creed, religion, gender, ancestry, citizenship, sexual prefereace, manital status, national origin, age,
pregnancy, or any other reason prohibited by the laws of the individual countnes 1n which 1t operates This applies with
respect to recrurtment, promotion, compensation, transfer, retention, traming. and other employment actions In South Afnca
the Group operates positive discrimination in respect of previously disadvantaged individuals Wherever possible the
employment of members of staff who become disabled will be continued and appropnate training and career development
will be offered

One of the Group's key objectives 15 to achicve a shared commtment by all employees to the success of the business We
recogmse the importance of employees understanding the Group strategy, the businesses’ prionties and the expectations of
individuals Presentations on strategy and pnontes are made at meciings of employees and are supplemented by monthly
communications from the Group Chiel Executive

Employees have a written job descniption and are apprawsed by their manager quarterly or semi-annually using a formal
process The Group 1s commatted to providing support to help realise the full potential of all 1ts employees, whilst
recognising that the ulumate responsibility for personal development must rest with the individual There are execuuve and
management development programmes for the leaders and future leaders of the business, trainmg programmes for chent
facing staff and an mduction programme for all staff There 15 regular communication via intermal meetings, email, intranets
and an mn-house magazine
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Chantable and poluical contnbutions

No politrcal donations were made in 2006 or 2005 Chantable donations of approximatety £31,500 (2005 £12,500) were
mate dunng the year In addiuon pra bono work with a value of £14,000 (2005 £-) was undertaken

The Buard has established a Chantable Donations Comnuttee to aversee the charitable donations by the Group Three semor
members of staff were appointed to the Comeuttee and meet at regular intervals to review proposals for donations The
Commitiee has established a new procedure for all major donations cffective from { January 2007 onwards Each one of the
Group's consultancics will have an employee selected chanty for the year to which the Group will make a one-off donation

The Group encourages its employees worldwide to contnbute actively to thetr local communities

Disclosure of information to the auditors

The directors who held office at the date of approval of this dircctors’ report confirm that, so far as they are cach aware, there
ts no relevant audit information of which the company’s auditors are unaware, and each director has taken all the steps that
ought to have been taken as a director 1n order to be aware of any relevant audit information and to cstablish that the
Company’s auditors are aware of that information

Auditors

In accordance with Section 385 of the Compames Act 1985. a resolutton to re-appomt Delowte & Touche 1.I.P as auditors of
the Company and to suthorise the directors to delermine their remuneration is to be proposed at the forthcoming Annual
General Meeting

Annual General Meeting

The formal Notice of the Annual General Mceung 15 set out on the last three pages of this report and accounts
The Company 15 seeking your consideration and approval of the matters set out below

ltem 1 proposes the adoption of the annual report and accounts for the year ended 31 December 2006

Item 2 proposes that sharcholders approve the Durectors’ Remuneration Report, as tequired by the Directors’ Remuneration
Repont Regulations 2002 In accordance with sections 241A of the Compamies Act 1985, the vote 1s advisory only

Item 3 proposes the declaration of a final dividend of 1 O pence per share This cividend 1s recommended by the Board and
tequires the approval of shareholders in the Annual General Meeting

ltems 4, 5,6 & 7 propose individual resotutions for the re-appointment of directors The Nommanons Commutiee, having
revicwed therr perfurmance and credentials, recommends thewr re-election The Company’s Articles of Association require
that vne thard of directors retire annually by rotation Mr Parry and Mr Barber are accordingly standing for re-elecuon Mr
Manardo, who has been appointed and Mr Smith, who 1t 15 anticipated wall be appointed a director, sinec the last Annual
General Meeting, are, in accordance with the Articles of Association, required to stand for election The appointment of Mr
Manardo provides further depth to the Board as he has extensive business expenence both in the markets currently served by
the Group and n the markets i which the Group secks to develop Mr Smuth will be the Finance Director

Item § relates to the proposed re-appointment of Delomte & Touche LLP as auditors to the Company and proposes that the
directors be authorised to determine the auditors’ remuncration The Company's auditors are required to be appotinted at each
Annual General Meeting at which accounts are presented
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Item 915 a special resolution to provide the directars with the flexibility to be ahle to make market purchases of the
Company’s own shares The authonty, sf granted. would be in respect of up to 27,094,014 ordinary shares (approximately
10% of the Company’s 1ssued share capital as at 31 December 2006) and would run vnul 24 July 2008 or, if earher, the
conclusion of the 2008 Annual General Meetng The maximum price at which purchases could be made would be the higher
of thc amount equal to 105 per cent of the average of the middle market quotabions for an ordinary share derived from the
London Stock Exchange Daily Official List for the five business days before each purchase and the amount stipulated by
Article 5 (1) of the Buy-back and Stabthsation Regulation 2003, and would net be lower than an ordinary share’s nomenal
value There s no present intention to purchase shares but the directors will keep this matter under review The directors
would only excreisc the authonty for remuneration schemes or 1f an improvement tn earmings per share 1s expected to result
and if they consider that the purchase would be 1n the hest interests of shareholders generally

Shares purchased under this authenity from distnbutable profits will become treasury shares which the Company can cancel or
hold for sale for cash or transfer for the purposes of or pursuant to an employee share scheme In considenng any proposed
transfer of treasury shares for the purposes of or pursuant to an employee share scheme, the Company will have regard to the
himits relating to such schemes on the use of umissued shares as if the proposed transfer of treasury shares was an 1ssue of
umssued shares

As at the date of this document, there were commitments to, subject to certain conditions, 1ssue up to approximately 9 0
million ncw ordinary shares. representing, in aggregaie, 3 3% of the Company’s currently 1ssued share capital (excluding
treasury shares) If the authonty sought under itern 8 were 1o be exercised i full, commutments, subgect to certain conditions,
to 1ssue shares would represent 3 7% of the Company’s remawing outstanding share capital (excluding treasury shares) Other
than the aptions shown 1n Note 19(b), the Company has no warrants or options to subscribe for equity sharcs thal are
outstanding at the date of this document The Company currently has no treasury shares

ltem 10 proposes an smendment to the Articles of Association The current Articles of Association already provide the
directors of the Company with a night to indemnity to the extent allowed by law With the introduction of the Companies
{Audt, Investigations and Communily Enterpnise) Act 2004 in April 2005, the curreumstances i which a director can be
indemmifted by a company havc been expanded and the proposed new article reflects these new arrangements The new
provisions substanttally murror the protection previously provided to Directors by directors” and officers’ msurance purchased
by the Company The extent to which directors’ and officers’ insurance cover will be required in the future will depend on
how the msurance market reacts to these new laws

Your directors consider that the above proposals are in the best interests of the Company and its shareholders and recommend
that you votc 1n favour of all the resolutions, as they iniend to do n respect of their own beneficial holdings

By order of the Board,

Fleet Place House
0 2 Fleet Place
Holborn Viaduct

London ECAM 7RF
F Steven Hitchcock
Company Secretary 9 March 2007
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The mamtenance of cffective corporate govemance 1s a key pnonty for the Board Accordingly, the Board has considered carefully
the requirements of Section 1 of the 2003 FRC Combined Code of Corporate Governance (the Code) and has teken vanous achons
in light of #ts gurdance The Company has complied throughout the year wath the Code except in relatton to commmttee memberships
as explaned below

Board of directors

From } January 2006 to 2 March 2006 the Board compnsed the non-executive Chairman, two executive directors and three non-
execulive durectors (two of whom are regarded as independent), from 3 March 2006 two further independent non-executive directors
towned the Board, from | September 2006 a funher non-independent non-exccutive director joined the Board and, on 13 Outober 2006,
one executive director (the finance director), who s bemg replaced with effect from 26 Apnl 2007, stood down from the Board  This
15 consystent with last year's report when it was reported that the Board intended to appont further independent non-executive
drrectors To this end, Mr Femiss and Mr Sumon were appomted as non-executive directors on 3 March 2006 Mr Manardo joined
the Board on { September 2006 as a consequence of the acqusition of Incum Consulting

Under the terms of the Code, the Chairman 15 not regarded as independent by virtuc of his position Mr Bolduc 15 not considered 1o
be independent by reason of the commission arrangements described i the Directors’ Remuneration Report Baroness Cohen, Mr
Barber, Mr Fermiss. and Mr Sunon are considered to be independent non-execuhve directors Mr Manardo 15 not considered to be
independent by virfue of his position 1n an agreement dated 1 September 2006 thal determunes the strategy of the Group

The roles of the Board and the management are clearly defined The reles of Chairman, Chief Executive and Semior Independent
Dhrector are scparated and clearly defined m wniting The terms and conditions of appointment of the non-cxccutive directors are
avalable for mspection at the Company’s registered office and will also be avalable at the Annual General Meeting

‘Ihe Board 15 salisfied that the Chaurrman and each of the non-exccutive directors commutted sufficient tame dunng 2006 for the
fulfilment of their duties as directors of the Company None of the non-executive directors has any conflict of interest which has not
been disclosed to the Board

The number of Bpard and Committee meetings ehgible for atendance and sttended by each of the directors dunng the year was as

follows
Audit Remunaration Nommnations
Board Committee Committee Committee
Name meebngs meetings meetngs meetngs
A J Barber 10 5 5 5§
J P Balduc 8 - - -
Baroness Cohen 10 5 5 3
M A Curne 8 - - -
S AFemss 9 4 - -
J A Manardo 2 - - -
K A H Parry 10 - - 5
A H Smon 9 - q 4
R W H Stomberg 10 1 3 5
Total meatings held 10 5 5 5

30 Management Consulting Group PLC annual report and accounts 2008




On appontment, directors are provided with format detads of their responsibilities under legistation applicable 1o a company
hsted 1n the UK Changes to such legislation and other relevant factors affecting the Group are communicated 10 all directors
Newly appointed directors are also required to participate in an induction programmie 10 order 1o familarisc themselves with
the Group’s businesses Regular presentations are made to the Board by senior management m order to refresh and expand this

knowledge

All directors are authorised to obtain, at the Cormpany’s expense and subject to the Chairman's approval, independent legal or
ather professional advice where they consider it necessary All directors have access to the Company Secretary who oversees
their ongomng training and development nceds

Elaction and re-glection of directors

The Company's Articles of Assoctation contain detailed rules for the appomtment and retirement of directors There 15 a formal
procedure m place to select and appoint new directors to the Board These directors are required to retire at the next Annual
General Meeting, but can offer themselves for re-election by shareholders All drrectors arc required to submut themselves for re-
election at intervals not exceeding three years

The Board annually evaluales the performance of individual directors, the Board as a whole and 1ts Commutiees This review
campnses structured inerviews with each director followed by the presentation of the resulis of this process to the Board and
individual discussions with the Chaieman or Chaef Executive The results of the ¢valuation were approved by the Chairman and
are specifically taken 1nto account when considering the re-appomntment of directors

Operation of the Board

The Board meets regularly Ten meetings were held during 2006 All members of the Board arc supplied, in advance of
meetings, with appropriate information covering matters which are to be considered The Charman of the Board met with non-
executive directors throughout the course of the year in the absence of executive direclors

There 1s a formal schedule of decisions reserved for the Board This includes appraval of the following the Group's strategy,
the annual operating plan and budget, the annual and ntertm financial statcments, significant transactions, major capital
expenditures, nsk management policies, the authonity levels vested in management and Board appomtments and remuneration
policies As desenibed below, the review of certatn masters 1s delegated to Board commuttees, which make recommendations to
the Board 1a relatwn to those matters reserved for the Board as a whole

Audit and Risk Committee

Details of the membership, role and operanon of the Audit and Risk Commttee are provided in the Report of the Audit and
Risk Commutiee

The Code recommends that the Commuttee shoutd comprise at least two members and that all members should be independent
non-executive directors Duning 2006, the Committce comprised two independent non-executive directors and, until 3 March
2006, Dr Stomberg, who 1s not regarded as imdependent by virtue of his position as the Chairman of the Board As noted in fasi
year's annual report, the Board considered 1t appropnate that the comnuttee should compnse three members Following the
appomtment of further mdependent non-executive directors to the Board, Mr Femiss joined the Audut and Risk Comnuttee in
place of Dr Stomberg effective from 3 March 2006
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Nominations Committee

The present membership of the Commitiee 15

{3 Dr Roif Stomberg ] Mr Al Barber [ Baroness Cohen U Mr Kevin Parry 01 Mr Andrew Simon
{Charrman of {member since {member {member {apponied
Nomunauons 2005) since 2003) since 2000) 3 March 2006}
Commutree,

member since 1998)

The Commiltee’s purpose 1s to consider future appotntments to the Board and the succession policy for key management
positions ‘The Nominattons Commutiee adopted formal terms of reference dated 14 March 2003 "These were updated on 2
March 2007 and arc available from the Grup's website (www megple com) or the Company Secretary upon request

The Code recommends that a majonty of the members of the Nominations Commattee should be independent non-executive
directors Until 3 March 2006 the Commitice compnised four directurs, two of whom were independent directors The
Committee membership in this period was appropriate having regard to the small number of dircctors on the Board Following
the appomniment of Mr Simon to the Board, he joined the Nominations Commuttee Canscquently, from 3 March 2006 the
majorily of the Commuttee has been independent

Following a review by the Nomunations Committee, Mr Ferniss and Mr Sumon were appointed as non-executive directors with
effect from 3 March 2006 This review included consideration of the skills required of non-executive directors and interviews by
the Committee and other Board members On 1 September 2006 Mr Manardo was appointed as an addiuonal non-executive
director following the Group's acquisition of Ineum Consulung In accordance with the Articles of Association, Mr Manardo
wil] be proposed for re-election al the forthcoming Annual General Meeting

Remuneration Committee

Detals of the membership, role and operation of the Remunerattan Commutige are provided in the Directors’ Remuneration Report

The Code recommends that the Commutiee should compnse at least two members and that all members should be independent ron-
executive directors Dunng 2006 the Committee compnised iwo independent non-executive directors and, until 3 March 2006, Dr
Stomberg. who 15 not regarded as independent by virtue of his position as the Chairman of the Board As noted n last year's annual
report, the Board considered 11 appropnate that the Commuttee should compnse three members Following the appointment of further
mdependent non-executive directors to the Board, Mr Simon joined the Remuneration Comumuttee on 3 March 2006 and became s
Chairman n 19 June 2006 Dr Stomberg repomed the Remuneratton Commuttec on 4 August 2006 foliowing the publication of the
2006 Combined Code which allows a Chairman to be a member of a Remuneration Committce if he was considered independent on
hus appointment as Chairman of the Company Dr Stomberg was considered independent on fus appointment as Chairman The 2006
Combined Code will apply to the financial year ending 3t December 2007 There was therefore a techmical non-comphance with the
Code for the penod 4 August 2006 to 31 December 2006
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Financial matters

The Group has adopted a code of ethical conduct applicable to the Board and all members of the finance functon In
addition, 1t has a “whistleblowimg” policy wherchy procedures exist that allow employees ta report any financial wrongdouwg
that they believe may have occurred

The Board has also defined which services can be purchased from the Group's audttors and has adopted procedures in
respect of the purchase of these services Lo mintmase the nsk of an actual or pereeived conflict of interest For stmilar
reasons, the Board has adopted a policy m respect of hiring staff from the auditors who have been involved in the Group's
audit

Relations with investors and tha AGM

The Annual Gencral Mccting gives all sharcholders the opportunity to communicate directly with the Board Dunng the year,
the directors are availabie to respond to enquines from nvestors on the Group's operations  Effective communication with
fund managers, mshtutional investors and analysts 1s actively pursued and this encompasses 1ssues such as performance,
policy and strategy

During the year, the executive directors hold discusstons with magor sharcholders The Chairman 1s available to shareholdces
if there are matters that they wish to discuss wih him directly Announcements are made to the London Stock Exchange and
the business media concerming trading and business developments to provide wider dissenmination of information Registered
sharcholders are sent capies of both the annual report and accounts, and the inienm report The Group's website

www megple com also contans information relevant to investors

The Chief Executive met with key sharcholders throughout the year and in parncular around the time of the full year results,
the half year results and the acquisition of Ineum Consulung The Board as a whole did not meet with investors during the
yeur

The notice convening the Annual General Meeting to be held on 26 Apnl 2007 1s contained on the final three pages of this
annual report and accounts

Internal controis

The Company, as required by the Listing Rules, has comphed with the Code provisions on internal control having
established the procedures necessary to implement the gurdance 1ssued in September 1999 (The Turnbull Commuttee Repon)
and by reporting in accordance with that pumidance

The Board has overall responsibility for the Company’s system of internal control and reviewing 1ts effectiveness whilst the
role of management 15 to implement Board policies on nsk and control The system of internal control 1s designed to manage
tather than eliminaie the nisk of falure w achueve business objectives In pursuing these objectives, internal controls can only
provide reasonable and not ahsolute assurance agamst materiai musstatement or loss
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There 15 a continuous pracess for identifying, evaluating and managing the sigmificant nsks faced by the Company which 1s

in accordance with the gwidance set oul in The Turnbull Commuttee Report and has been in place for the year under review

and up to the date of approval of the annual report and accounts Thss process, which 1s regularly reviewed by the Board, 15

as follows

The Group’s management operates a nsk management process which identifics the key nsks facing the business and

reports to the Board on how those nsks are being managed This is based on a nsk register produced by execunve
management which 1dentifies those key nsks, the probahility of those nsks occurmning, their impact if they do occur and

the actions being taken to manage those nsks to the desired level This nsk regtster 1s discussed at Board meetings on a
regular basis and rcgular monttoring reports arc presenied to the Board The management of these nisks 1s monitored by
the intemal audit function

*  Large acquisihons and caputal projects require Board approval

There 15 an embedded culture of openness of commuarcation between management and the Board on matters relating to

sk

and conirol

t*  The Board has established a strong control framework within which the Group operates This contains the following key
elements

Orgamsational structure with clearly defined lines of responsibility, delegarion of authoruy and reporing
requirements

Defined expenditure authorisanion levels

On sue, video and teleconferencing reviews of operatians, covering all aspects of each business are conducied by
Group executive management on a regular basis throughout the year

The financial reporting and mfermanion systems which comprise a comprehensive annual budget which 1s approved
by the Board, weekly reporis of key operating information, cash flow and capual expenditure reporung, monthly
results and forward performance indicators which are measured aganst the annual budget and the prior year's
results Sigmficant variances are reviewed by the Board and executive management and action 1s taken as
appropriate The forecast for the year is revised when necessury

Group iax and treasury are coordinated centrally There 15 weekly cash and treasury reporting to Group
management and pertodic reporang to the Board on the Group's tax and treasury posions

t1 Internal audus are performed by Group’s intemal audtt fonction
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report of the

audit and risk committee

This repon describes the membership and operation of the Audit and Risk Commtiee

Membership

The present membership of the Commutiee 15

Z  Mr Alan Barber ‘1 Baroness Cohen 23 Mr Stephen Fernss
{Chatrman of Awdir and Risk {member since 2003) (appointed 3 March 2006)

Commuttce, member since 2005)

The Chairman of the Comnuttce, Mr Barber, 15 a Chartered Accountant and 1s considered to have recent and rclevant
financial experience The Committee met five imes during the year The external auditors attended all the meetings and the
Comnuitee met privately with them on three occasions Dr Stomberg, a member of the Committec since 1998, resigned when
Mt Ferriss was appointed

Operation of the Committee

The Committee’s terms of reference were reviewed and updated with effect from 2 March 2007 1o conrform with current best
practice and arc avaable on the Group's website (www megplc com) as well as (n hard copy format from the Company
Secretary The main acttvities of the Commuttee duning the year were as follows

Financial statements The Comnuttee reviewed the intennm and full year financial staterents  Presentations were made
by management and the auditors about the key technical and judgmental matters relevant to the financial statements
The Committee was sausfied that 1t was appropnate for the Board to approve the financial statements

. Internal financial control and rsk management systems The Committee reviewed the register of Group nsks
prepared by management, recommendations made by the external auditors and intemal audit reponts A review of the
regsster of Group nsks was carmied out by imternal audit The Commuttee was satisfied that it was appropnate for the
Board 1o make the statements regarding mtemal controts included in the Corporate Govemance Report

External auditors The Committee has considered the independence of the external audhitors and 1s satisfied that
independence has been mamtamed 11 3s policy that the auditors shall not provide any services that would patentally
result in them audiung the result of theiwr own work or which are prolubated under the US Sarbanes-Oxley Act The
Commutice pre-approves any material permitted non-audit engagements Regular reports were presented of fees pad 1o
the external auditors 1n order to ensure that the relationship between non-audit fees and audit fees was not inappropriate
The Commuttee reviewed the external audit plan proposed by the auditors and paricipated in the review of the quality of
the service that they provided (n 2006 the non-audit fees paid to Delmite were considerably higher than in recent years
due to work ansing from the acquisition of [neum Such work was of an assurance nature and accordingly the Audit and
Risk Comnuttee does not consider that it was at an inappropnate level

t. Internal audit function The Head of Internal Audit reports to the Commttee, which reviewed and approved the annual
internal audit work programme and reviewed all internal audit reports prepared in the year Duning the ycar the
Commuttee approved the addiuon of further resources to the Group's mtemal audit function to match the recent growth
of the Group

The Chairman of the Committee reported to the Board on the Commultee’s activities after each meeung, denufymg relevant
matters requinng commurication to the Board and recommendations on the steps 1o be taken
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directors’

remuneration report

This report describes how the Board has appled the Pnnciples of Good Governance relating to directors’ remuneration set
out in the Directors’ Remuneration Report Regulations 2002 and the Combined Code As required by the Regulations, a
resolution to approve the report will be proposed at the Annual General Mecung of the Company at which the annual report
and accounts will be approved

The Regulations require the auditors 1o report to the Company's members on the “auditable part” of the Directors’
Remuneration Report and to state whether 1n their opinion that part of the report has been properly prepared in accordance
with the Companies Act 1985 (as amended by the Regulations) The report has therefore been divided into separate sections
for unaudited and audited information

Unaudited information
The Remuneration Commutice

The present membershnp of the Commuttee 15

Mr Andrew Stmon 1 Baroness Cohen + Mr Alan Barber y Dr Rolf Stomberg
{Chatrman of Remuneranon {Member since 2003) (Member since 2005) {resigned 3 March 2006,
Commuttee, appointed re-appotnicd 4 Auguss

3 March 2006) 2006)

Baroness Cohen resigned as Chairman of the Remuneration Committee on 19 June 2006 and Mr Simon was elected 1o the

position on thal day Baroness Cohen remains a member of the commitice Dr Stomberg, a member of the Commattee since
1998, resigned when Mr Simon was appomted to the Comuuttee Subsequently, due to changes in the Combined Code, Dr
Stomberg was asked and agreed to be re-appointed as a member of the Committee

The Commuttee reviews and determines, on behalf of the Board, the salary, benefits and pension packages of the executive
directors The Commitice also reviews, on behalf of the Board, the remuneration packages of the mghest paid execulives and
the Company Secretary Fees for the Chairman and other non-executive directors are determined annually by the Board based
on market information abtamed from external surveys

In determining the directors’ remunerauion for the year, the Commattee consulted Mr Parry (Chief Executive) about its
proposals save i relation to Mr Parry’s own remuneration The Committee makes use of published reports on directors’
remuneration packages and advice from independent external advisers 15 abtamed when required New Bnidge Surect
Consultants LLP has been appownted by the Committee and provides advice to it on the operanon of the Company's incentive
schemes and the remuneration of executive and non-exccutive directors as well as employee remuneration New Bndge
Street Consultants LLP may also advise the Commutee on other matters within the Commuttee’s terms of reference, which
were |ast reviewed on 2 March 2007 New Bridge Street Consuliants LLP has no other connection with the Company

Remuneration policy

Compensation packages for executive directors are set by reference to ndividual and corporate performance, individual
competencies, external markel compansons in commerce generally and consultancy specifically and remuneration levels
below Board level in the Group The package for cach executive director currently compnises a basic salary, an annual bonus
scheme, share incentives, pension contributions and benefits

In order to align the interests of exccunve directors with the interests of shareholders, a sigmificant proportion of executive
directors’ remuneration 1s performance-related through the use of annual bonus and share incentive schemes
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Base salaries

The Commutlee's pulicy 15 1o set the base salaries of each execunve director at tevels that reflect their roles. expenence and
the practices m the employment market Executive directors’ salaries were last increased with effect from | January 2006
Having considered market surveys and the highly competiive nature of the internationat professional services market the
Commutice concluded that, with effect from [ Janvary 2007, the salary of Mr Parry should be increased by 5% to £575.000
per annum  Mr Stmth will be appointed as Finance Director with effect from 26 Apnl 2007 a1 a salary of £275,000 per
annum

Annual bonus scheme

Fach executive director 15 entitled to an annual bonus that compnses two elements The Group's budgeted profit from
operations (adjusted for subsequent acquisitions or disposals) 1s used as the benchmark for the financial performance 1n
relation to both elements of the scheme The budget is set at a level in excess of market expectations at the tume Under the
first element, each director ts entitled to an amount equal to up to 125% of basic salary The amount payable 1s split equally
by reference to the financial performance of the Group and the achievement of detarled mdividuat short and medium term
performance criteria pre-agreed with the Remuneration Commnitee Any sums payable in refanon to thus first element are
payable m cash within three months of the end of the relevant financial year

Under the second element, an amount of up to 75% of base salary may be earned, subject to the achievement of a shiding
scale of profit before tax Largels which are above budget Two-thirds of this sccond element will be payable in cash three
years after the end of the relevant financial year The remainung thurd will be vsed to acquire shares 1n the Company which
will also be transferred to the executive director three years after the end of the relevant financial year However, both the
deferred cash and share elements of the annual bonus will normally be forfeited if the executive director ceases employment
with a Group company dunng that three year peniod

The market expectation at the end of 2005, when the budget for 2006 was set, was that the profit from operations of the
Group for 2006 would amount to £13 6 million before acquisitions The budget was set al a higher level than the market
expectation The actual profit from operations of the Group for 2006 amounted to £13 4 million after non-recuering items and
amortisation of mlangibles assets, a decrease of £0 2 million compared with the prior year The financial performance criteria
were narrowly missed versus the budget adjusted for the effect of acquisitions (albeit that market expectations were achieved)
in relation to the first element of the scheme As a result, no entillernent anses to a current cash bonus 1 respect of financial
performance The balance of the current cash bonus amounts to 62 5% of salary n the casc of Mr Parry and and reflects the
Commuttee’s assessment of the achievement of personal performance objecuves No bonus was payable in respect of the
second clement of the scheme as the streich budget was not achieved The bonus payable 1s £343,750 for Mr Parry

Share incentives

The Group has two share incentive schemes under which awards currently subsist

O the Management Consulting Group PLC 1998 Execuuive Share Option Scheme (the 1998 Scheme) formerly known as
the Proudfoot Plc Executive Share Option scheme, and

G the Management Investment Plan {thc Management Incentive Plan)
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The 998 Scheme (under which market value options are granted) was extended by the Extraordinary General Mecting held
on 30 August 2006 and now expires on 18 June 2011 It s designed to motivate directors and senior employecs, whlst
retamimng them n the Group's employment, by granting options which are exercisable in two equal amounts after three years
and five years respectively For granis made after | January 2003 and before 31 December 2005, optiens are subject to a
performance condition that compares the Total Shareholder Return (TSR) over the three year period following grant (with no
ability to re-test performance n subsequent years) with the TSR af the constituents of an external index as follows

TSR ranking comparad to index Parcentaga of option that vasts
Betow median 0%

Al medan 50%

Between median and upper quartile 50—100% {pro-rated)

Upper quartile 100%

For grants made before | January 2006, the index used was the FTSE Mid 250 For grants made after 31 December 2003, the
index used 15 the FTSE A} Share Index The Commultee believes that these performance measures are appropnate as options
will only vest i full following the generatton of retums to shareholders significantly ahead of the market The change to the
FTSE All Share Index was made to align the performance conditions with the index to which the Company belongs The TSR
catculations will be undertaken by a third party to ensure independent venficalion of the extent to which the performance
condition 15 met

Under the rules of the 1998 Scheme, options over sharcs with an aggregate exercise consideration of up (o eight umes
remuneration may be granted to an individual in a ten year penod However, 1t 1s the Commutee’s current intention that option
granis for directors will be hmated to 50% of salary each year

With effect l[rom 30 August 2006, the Company may at its discretion satisfy the exercise of options granted under the 1998
Scheme by 1ssuing (or procunng the transfer of) only that number of ordinary shares whuch has a value. at the trme of exercise of
the options, equal to the net gan resulting from the exercise In respect of optiens 1ssucd prior to 30 Awgust 2006, the Company
will only exercise its discretion wath the opuionholder’s consent

At 31 December 2006 there were 12 3 million options outstanding over new shares under share option schemes, compnsing

4 6% of the 1ssued share capital In addiion, there were outstanding options over 2 8 million shares which are already 1n tssue
and are owned by an employee trust These wnciude options 1ssuable under arrangements put wn place i connection with
acquisittons for which sharchotder approval was obtamed at the tme of the acquisitons 3 4 million options over umssued shares
and 675,000 options over 1ssued shares lapsed on 1 March 2007. because the performance cntena were not met

The only remaming participant m the Management Incentive Plan 1s Mr Parry Mr Parry will be enutled to 185,027 shares before
tax on 18 March 2007 provided he 1s employed on that date The Management Incentive Plan required lum 10 1avest £300,000 in
the Company over the three year penod ecnded 31 December 2002 The investment must be retained until the vesting dale of any
awards No further awards will be made under this plan and no further entitlements anse after 18 March 2007 Interational
Financial Reporting Standards require that a charge 1s recognised against profits in relahion to share options More details in
relation to this are provided n note |9 to the financial seaternents

38 Management Consuling Group PLC annual report and accounts 2008




Pension arrangements

The Group contnbutes 17 3% of salury o defined contnbubion penston schemes of each executive director’s choiwe Bonuses
and other payments to directors are not pensionable As a result of the tax legislation changes that took effect in Apnl 2006,
individual directors may request an equivalent cash altiernative No director has, to date, made such a request

Shareholders have approved that the aggregate aptions outstanding are limrted to 12 8% of the fully diluted share capital [n
addition there are 3,879,584 funded options that can be 1ssued that are not dilutive which were put in place as part of the IMR
acquisitson

Other benefits
Benefits compnise a car and insurances for life, personal accident, disabiiuy, permanent health and famuly medical cover
Service contracts

Mr Parry has a contract with a Group company contmuing unti) age 65 Esther party 15 able to terminate the contract by
givang 12 months' notice Mr Smith has a contract with a Group company continuing vatit age 65 The retirement age has
been mcreased from 58 to comply wath legislation Euther party 15 able to terminate the contract by giving six months’ notiee

In the event of the early terminaton of an executive director’s coniract, 1118 the Commuttee’s policy that the amount of
compcensation (if any) paid to the executive director will be determined by reference to the relevant circumstances that prevail
at the time However, the Committee’s wm will be to avord rewarding poor performance Furthermore, the Commuttee will
take account of the executive director’s duty to mitigate his loss Mr Curne recewved compensation for loss of office of
£91.202

The dales of the contracts of the executive diretors who served dunng the year and who were appotnted subsequent to the
year end are as follows

Drrector Date of contract
K A H Parry 29 November 1939
M A Cume 3 January 2005
€ HSmith 6 March 2007
External appointments

The Company recagmses that executive directors may be invited to become non-cxecutive directors of other compantes and
that such appomntments can broaden their knowledge and expenence to the bencfit of the Group Exccutive directors may hold
no more than two non-executive directorships and the related fees may be retamed by the director Durig 2006 Mr Parry
camed fees of £80,000 (2005 £75000) as a non-cxccutive direcior of Schroders ple and fees of £30,000 (2005 £30,000) as a
non-executive advisor to Kmght Frank L.I.LP Dunng the peniod from | January 2005 to 13 October 2006, Mr Curric did not
hold any non-executive directorships

Non-execunve directors - summary of entulemenis

In relation to 2006, the Chairman received total fees of £90,000 Each of the other non-executive directors received a fee of
£30.000 per annum and the Chairman of the Audit and Risk Commuttee, the Chawrman of the Remuneration Commuttee and
the Semor Independent Ditector each received an additsonal fee of £5,000

The fees payable (o the Chairman and the other non-executive directors were last reviewed with effect from 1 January 2006
Having reviewed market survey mformation, the Board concluded that there should be an mcrease in the fees payable to the
Chairman of ££0,000 and £5,000 ta other non-executive direclors The additional fees payable to the Chairman of the Audit
and Risk Commutiee, the Chairman of the Remuneration Commtiee and the Semor Independent Director remam at £5,000
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Mr Bolduc 15 cntitled to a retaner of US$35,000 per annum for s services as an intraducer of business to the Group Mr
Manardo 1s entitled (o a retamer of €25,000 for additional advisory services provided 1o the Group In addition, they may
earn commussion of 2 5% of the value of any work introduced No commussion was payable 1n relation to 2006 In hight of
the level of commussions potentially payable to Mr Bolduc and Mr Manardo and Mr Manarde’s previous position with Ineum
Consulting, they are not considered 1o be independent non-cxecutive directors The independent non-executive directors
consider that these arrangements are appropniate for the business The other non-executive directors are not entitled to
bonuses, benefits, pension contributians or to participate 1 any share scheme

None of the non-executive directors has a service contract and all are appointed for three ycar fixed tlerms Consequently,
none of the non-executive directors 15 subject to notice penads and none has any nghts to compensation on termination
The Company considers thus approach appropriate in the current circumstances The dates of the most recent letiers of
appointment of non-executive directors are set out below

Dirgctor Dato of letter of appointment
R W H Stombery 26 Apnl 2005
A J Barber 26 Apnl 2005
J P Bolduc 12 May 2006
Baroness Cohen 12 May 2008
S AFemss 3 March 2006
A H Siman 3 March 2006
J A Manardo 1 September 2006

Audited information
Performance Graph

The Regulations require this report to contain a graph illustrating the Company’s performance compared with an appropnate
"broad equity market index” over the past five years Management Consulting Group PLC 15 a constituent of the FTSE All-
Share Index and, accordingly, that index 15 constdered the most appropnate form of *broad equity market index" against
which the Group's performance should be plotted Performance, as required by the legislanon, 1s measured by Total
Shareholder return (share pnce growth plus dividends paid})

160 /‘ This graph looks at the value, by the
140 end of 2006, of £100 invested 1n
120 Management Consulting Group PLLC

on 31 December 2001 compared

100 with the value of £100 invested 1n
-\f . the FTSE Ali-Share Index The
/-f‘/ \ other pomnts plotted are the values at
60 \ / financial year ends
40

0

Value (£)
=

0
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Dhrectors’ remuneration

The remuneration of the directors who served m the year ended 31 December 2006 was as follows

Salanes Total
and fees as Bonus Deferred Pansion Lass amoluments
directors  and other' bonus? Benefits contnbutions of office Other 2008
£ £ £ E £ £ £ £
Executive
M A Cume' 216,044 - - 22113 37.808 91,202 10,000 77,167
K A H Parry 550,000 343,750 - 23,058 96,250 - - 1,013,058
Non-executive
R W H Stomberg 90,000 - - - - - - 90,000
A J Barber 35,000 - - - - - - 35,000
J P Bolduc 30,000 18.971 - - - - - 48,971
Baroness Cohen 35,000 - - - - - - 35,000
5 A Famss' 25,000 - - - - - -~ 25,000
J A Manardo® 10,000 5614 - - - - - 15,614
A H Simon’ 27,917 - - - - - - 27,917
1,018,961 388,335 - 43171 134,058 91,202 10,000 1,687,727
' Comprises curreni cash bonuses pmable to Mr Parry and the retainers payable to Mr Bolduc and Mr Manardo
'Cnmpruts vesied shares received under the Management Incentive Plan 'Comprua.r payments in respect of post employment obligations
‘Stond down on 13 October 2006 *Appennted 3 March 2006 * Apponted | Seprember 2006
The remuneration of the directors who served in the year eaded 31 December 2005 was as follows
Salanes Total
and fees as Borus  Deferred Pension  emoluments
diractors  and other' bonus’ Benefits contnbutions 2005
£ £ £ £ £ £
Executive
M A Cume® 216,667 205,000 - 13,398 N7 472,930
K A H Parry 525,000 510,000 336,518 20,070 91,875 1,483 463
8 J Purse* 49,333 - - 5,173 8,633 63,139
Non-executive
R W H Stomberg 90,000 - - - - 90,000
A ) Barber* 23.819 - - - - 23,819
J P Boldug 30,000 19,238 - - - 49,238
Baroness Cohen 35,000 - - - - 35,000
0 G Jones* 11,574 - - - — 11,574
981,393 734,238 336,518 38,639 138,425 2.229.213
! Comprises curreni cash bonruses payable to Mr Parry and Mr Currie and the retainer payable 10 Mr Bolduc
"Comprises vested shares recerved under the Management Incennve Plan ' Appownted 1 March 2005
‘Resigned 7 March 2005 Appainted 26 Apri 2005 “ Resigned 26 April 2005
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Interest in shares

The bencficial intcrests of the directors in office at 31 December 2006 1n the ordinary share capital of the Company were as

follows
9 March 31 December 31 December
2007 2006 2005
Executive
K A H Pany 1,087,876 1.087.876 837,876
Non-executiva
R W H Stomberg £00,000 §00.000 600,000
A J Barber 208,000 208,000 108,000
J P Bolduc 800,000 800,000 800,000
Baroness Cchen 61,800 61,800 48,800
S AFemss 200,000 200,000 -
J A Manardo 3,131,910 3,333,930 -
A H Simon 12,100 12,100 12,100

In addition, Mr Parry 1s deemed to be interested in 4,197 374 shares held by the employee share trust, although there 15 no

mtention to grant him any nghts over these shares except for 214,912 shares acquired by the Company on 5 January 2005 in

connection with a potenual deferred bonus obligation to Mr Parry which vests on 31 December 2007

The interests of the directors in share options in the Company are set out i the table below

Duirectors’ remuneration

Al tJan OGranted Exercised Lapsed Al 31 Dec Exercse pnca  Date from which Expiry
Director 2006 in year n year in year 2006 {in pence) exegrcisable date
K A H Parry 2,027,090 - (250,000) - 1,777,080 2985 23 Mar 2003 22 Mar 2010
569,620 - - (569,620) - 3950
675,862 - - - 675.8621 3525
439,331 - - - 438,31 5975 7 Mar 2008 € Mar 2015
- 476,190 - - 476,190 57 75 6 Mar 2009 5 Mar 2016
3,711,903 476,190 (250,000 {569,620} 3,368,473

1 lapsed 1 March 2007

All directors’ options are under the 1998 Scheme and no consideration was payable for the grant of the options The optiony

granted to Mr Parry and exercisable with effect from 23 March 2003 met the related performance conditions for vesting n full

All other options held by directors are subject to the relevant TSR performance condition descnbed earlier in this seport
250.000 options were exercised by Mr Parry during 2006 with a gam on exercisc of £59,000 before tax No other director held
share options at 31 December 2006 The TSR performance eniiena, relating to the share options first exercisable on | March

2007, were not achmeved and so the options have not vested
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The interests of Mr Parry in shares pursuant to his particspation in the closed Management Incenttve Plan are set out helow

Interest as at Vested Lapsed Interest as al
Director 1 Jan 2006 In year in yaar 31 Dec 2006
K A H Parry 185,027 - - 185,027

Under the Management [ncentive Plan, the interest at 31 December 2006 will vest on 18 March 2007, subject only to
Mr Parry continuing 10 be employed by a Group company

‘The market price of a share in the Company at 31 December 2006 was 41 S pence and the range during 2006 was 38 pence lo
64 75 pence

Approval
This report was approved by the Board of Directors and signed on ‘s behalf by

9 March 2007
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independent

auditors’ report

To the members of Management Consulting Group PLC

We have audited the Group and Parent Company financial statements {the *financial statements’) of Management Consulting
Group PLC for the year ended 31 December 2006 which compnise the Group income statement, the Group and mdividual parent
Company balance sheets, the Group and parent Company cash flow statements, the Group statement of recognised imcome and
expense and the related notes | 1o 28 These financtal statements have been prepared under the accounting policies set out therein
We have also audited the information in the dircetors’ remuneration repon that 1s described as having been audited

This report 15 made solely to the Company’s members, as a body, in accondance with Section 235 of the Companies Act 1985
Our audit work has been undertaken so that we mught state to the Company’s members those matters we are required to state o
them wn an auditors’ report and for no other purpose To the fullest extent permitied by law, we do not aceepl or assume
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for thus report, or for
the opimions we have formed

Respective responsibitities of directors and aucitors

The directors' responsibilities for prepanng the annual report, the directors' remuneration repoert and the financial statements in
accordance with apphicable law and Intemnanonal Financial Reporting Standards (IFRSs) as adopted by the Eurcpean Unsen are
set out in the dirzctors’ responsibility stalement

Our responsibulity ts to audit the financial statements and the part of the directors’ remuneration repont to be audited in accordance
with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland)

We report to you our opmion as to whether the financial stotements give a true and fair view, and whether the financial statements
and the part of the durectors” remuneration report 10 be audited have been properly prepared in accordance with the Companies
Act 1985 and, as regards the group financial statements, Article 4 of the IAS Regulation We report to you whether in our opinion
the mformation given wn the directors” report 15 consistent with the financial statements The information given in the directors’
report includes that specific information presented in the Financial Review that 15 cross referred from the Business Review secuon
of the directors’ repon

In addition, we also repart to you 1f, in our opinton, the Company has not kept proper accounting records. if we have not recerved
all the information and explanations we require for our audit, or if mformanon specified by law regarding directors’ remuneration
and other transactions 1s not disclosed

We review whether the corporate governance statement reflects the Company's comphance with Lhe mne provistons of the 2003
Combined Code specified for our review by the Listing Rules of the Financal Services Authonty, and we report (F it does not
We are not required to consider whether the board’s statements on mtemal control cover all nsks and controls, or form an opsmon
on the effectiveness of the Group's corporate governance procedures or 1ts nsk and control procedures

We rcad the other wformation contained in the annual report as described in the contents section and consider whether 118
consistent with the audited financial statements We consider the implicatons for our report if we become aware of any apparent
musstatements or malenal mnconsistencies with the financial statements Our responsibihttes do not extend to any further
mmformation outside the annual report
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Basis of audit opinion

We conducted our audil i accordance with Intermational Standards on Audiong (UK and Ireland) tssued by the Auditing Practices
Board An audti ncludes examation, on a test basis, of evidence relevant to the amounts and disclosures in the financial
stalements and the part of the directors” remuneration report to be audited [t also includes an assessmem of the sigmificant
cstimates and judgements made by the darectors in the preparation of the financial statements, and of whether the accounting
pohoies are apprapnate 10 the Company’s circumstances, consisterdly applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and cxplanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statemenis and the part of the
dircctors” remuneration report to be audited are free from matenal misstatement, whether caused by fraud or other
uregulanty or error In formuing our opinion we also evaluated the overall adequacy of the presentation of infermation n the
financial statements and the part of the directors’ remuneration report to be audited

Opinlon

In our opinton

= the group financial statements give a true and fair view, in accordance with [FRSs as adopted by the
European Union, of the state of the Group's affawrs as at 31 December 2006 and of 1ts profit for the year then ended,

s the parent Company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European
Union as apphied 1n accordance with the reguirements of the Compames Act 1985, of the state of the parent Company's
affairs as at 31 December 2006,

* the financial statements and the part of the directors’ remuneration report to be audited have been properly prepared in
accordance with the Compames Act 1985 and, as regards the Group Nnancial stalements, Article 4 of the TAS
Regulation, and

= the information given in the directors' report 1s consistent with the financial statements

l)e,la;ug, A Touche LLP

Deloilte & Touehe LLP
Chartered Accountants and Registered Auditors
Loadon, UK 9 March 2007
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directors’

responsibility statement

The following statement, which should be read (n conpunction with the report of the independent auditors, 1s made with a
view (o distingwishing for sharehotders the respective responsibilities of the Pirectors and audhtors in relation to the financal
statements

The directors are responsible for prepaning the annual report and financial statements The directors are required to prepare
financial siatements for the Group in accordance with Intemational Financial Reporting Standards (IFRS) and have also elected
lo prepare financial statements for the Company i accordance with IFRS United Kingdom company law requires the directors
1o prepare such financial statements in accordance with 1FRS, the Compames Act 1985 and Article 4 of the IAS Regulanon

The Group financial statements are required to present fairly the financial position and performance of the Group The
Compantes Act 1985 provides in refatien to such financial statements that references in the relevant part of that Act 1o
finuncial statements giving a true and farr view are references W their achieving fair presentatton The Company financial
stalements are required by law to give a tnee and fair view of the state of affairs of the Company

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any ume the
financial posiion of the Company They have responsibility for taking reasonable steps to safeguard the assets of the Group
and to prevent and detect fraud and other irregularities

Appropnate accounting policies consistently applied and supported by rcasonabte and prudent judgments and estimates have
been used in the preparation of these financial statements and apphicable accounting standiwds have been followed These
policies and standards, for which the Directars accept responsibility, have been discussed wath the auditors

The directors having prepared the financial statements, have requested the auditors to audit the financial statements in
accordance with relevant legal and regulatory requirements and {ntemational Standards on Auditing (UK and Ireland) and
have requested the auditors to take whatever steps and ¢o undenake whatever inspections they consider appropriate for the
purposc of giving their report

The Management Statement on pages 13 to 15 and the Financial Review on pages 16 to 21 comtain certain forward-looking
statements with respect to the financial condibion, results of operations and businesses of the Group These staiements and
forecasts mvolve nsk and uncertarnty because they relate to events and depend on circumstances that may occur in the future
There are a number of factors that could cause actual results or developments to differ matenally from those expressed or
implied by these forward-looking statements and forecasts The forward looking statements are based on the directors’
current views and mnformation known to them at 9 March 2007 The directors do not make any undertaking to update or
revise any forward looking statements, whether as a result of new information, {uture events, or otherwise Nothing m this
report should be construed as a profit forecast

46 Management Consulting Group PLC annual report and accounts 2006




group income statement

for the year anded 31 Decamber 2006

2008 2005
note £000 £000

Contmuing operations
Revenue 3 146,890 129,601
Cost of sales (73,415) (64,847)
Gross profit 73475 64,754
Sellng costs (40,189) (34,931}
Administrative {expenses) — undertying N ot X W T ATY) )
Profit from operations before non-recumng expenses and amortisation of acquired intangibles 18,156 12,662
Adrmmistrative (expenses)incomea — non-recumng {1,765) 887
Profil from operations before amortisation of acquired intangibles 14,391 13,559
Admmmistralive (expenses) — amorhisation of acquired intangibles ) -
Total adminisiratve expe:;es B o ) f1§,858}| (16,264}
Profit from operations 3 13,448 13.559
Investment income 6a 1,176 453
Finance costs 8b (1,276} (92}
Profit before tax 4 13,348 13,920
Tax expense 7 (4,598) {4,128)
Profit for ths year 8,750 9,792
Earmings per share — pence
From continuing operations
Basic 9 41 53
Diuted 9 41 52
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group statement of recognised income and

expense

for the year ended 31 December 2006

2006 2005

note E'000 £000

Exchange differences on translation of foraign operations 20 (4,904) 1,488

. Actuanal gains/(losses) on defined benefil pension fund and madical schemes 17 3,284 {1.646)
Tax on items taken directly to equity 600 825

Not (expanse}hncome recognised directly in equity (1,020} 667

Profit far tha year 8.750 9,792

Tolal recogmised income and expensa for the period 7,730 10,458
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group balance sheet

as at 31 Decembaer 2008

2006 2005
note £'000 £000
Non-current assels
Intangible assels 10 162,548 68.696
Property, plant and equipment 11 2,294 1,621
Defarred mncome tax assets 15 3,597 1,358
Total non-current assets 168,437 71,575
Current assets
Trade and other raceivables 13 46,800 14,801
Cash and cash equivalents 23 10,278 21,655
Total current assels 57,078 36,356
Tatal assats 225,515 107,931
Currant habilities
Borrowangs 16 {14,792) -
Trade and other payables 14 {54,103) (28.045)
Current tax liahibties 15 (5,728) {3,959)
Tota! current liabdities {74,623) (32,004)
Net current (habitities)/assats {17,543) 4,352
Non-curvent habilies
Borrowmngs 16 {24,255) -
Retirement bensafit abligahon 17 (5,411) ($1.869)
Non-current tax habibtieg 15 (?.711) {4.674)
Long-term prowvisions 18 (829) (871)
Non-current accruals {487) {581)
Tatal non-current iabitites (38,703) (17 935)
Total hatuliies {113,328) {49,699)
. Not assots 112,189 57,932
Equnty
Share capilal 19 67,735 47,373
Share preruum account 20 38,183 38,146
Merger reserve 20 32,513 5,683
Shares {o be ssued 20 48 46
Share compensation reserva 20 1,482 1,256
QOwn shares held by employee share trust 20 {1,270) {1.270)
Translation reserve 20 {5,1681) {257)
Other reserves 20 7.064 7,054
Retaned earmings 21 {28,393) [40,109)
Jotal equity 22 112,189 57,932

The financial statements were approved by the Board of Directors and avthorised for 1ssue on 9 March 2007 They were

signed on 1ts behalf by

K A H Parry
Dhrector
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group cash flow statement

tor the year ended 31 December 2008

2006 2005
note £000 £000
Net cash {outflow)finflow from opaerating activitles 23 {1,954) 8,826
Irvosting activities
Net mierest receved 1,013 323
Acquisitions of subsidianes, net of cash and overdrafts acquired (44,932) -
Purchases of property, plant and equipment (1,202) {669)
Purchases of intangible assets (1,383) {454)
Proceeds on disposal of property, plant ang equipment - 13
Neot cash uged in investing activities {46,484) (787}
Financing activities
Omdends paid 8 {1,486) f1,241)
Purchase of own shares - (181)
Proceeds from borrowings 39,009 -
Refinancng of acquired borrowings by term debt {15.241) -
Proceeds from 1ssue of shares 282 35
Mat cash ralsed by/(used [n) financing actvitios 22,594 (1.387)
Nal {decroase)increasa in cash and cash equivalents (25,844) 6,652
Cash and cash aquivalents at bagining of year 21,553 14,510
Effect of foreign exchange rate changes (225) 393
Cash and cash equivalents net of curment borrowings at end of yoar 23 {4,514) 21,555




company balance sheet

as at 31 Decembar 2008

2008 2005

nole £000 £000
Non-current assots
Invastmenis v subsidianes 12 154,309 141,224
Intangible assets 10 891 73
Property, plant and equipment 1 419 355
Daterred income tax assets 15 182 137
Total non-current assels 155,801 141,789
Current assols
Trade and other receivables 13 73,774 19,455
Cash and ¢ash equivalents 23 729 1,171
Total current assets 74,503 20,626
Total assots 230,304 162415
Current llabilities
Borrowings 16 {6,000) -
Trade and cther payables 14 {21,018) (17.553)
Current fax habiilies i5 {1,000) {354)
Tota) cument atilities {28,018) (17,947)
Net currant assets 46, 485 2679
Not assots 202,286 144,468
Equity
Share capital 19 67,735 47,373
Share premium account 20 38,183 38,146
Merger roserve 20 26,830 -
Shares to be 1ssued 20 48 46
Share compensabon reserve 20 1,492 1,256
Own shares heid by amployee share trust 20 (1,270) {1.270)
Capital rademption reserve 20 1,188 1,186
Retaned earnings 21 68,104 5773
Total equity 22 202,288 144,468

These financial statements were approved by the Board of Durectors and authorised for 1ssue on 9 March 2007 They were

signed on 1ts behalf by

K A H Pamry
Director
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company cash flow statement

tor the year anded 31 Decambar 2006

2006 2005
note £000 £000
Nat cash culflow from gparating achivities 23 {1,019) (2,278)
Investing activitios
Interest recevad (nat) 1.119 09
Acquisitions of subsidianes (39,327) -
Purchases of property, plant and equipment {278) (95}
Purchases of intangible assets {1.10Q) {59}
Proceeds on disposal of property, plant and equipment - 14
Cash advances to subsidianes (12,767) {7,222}
Dwndends racetved 8,26% 7,589
Not cash (used In) from investing activities {44,088} 326
Financing activities
Dmidends pad 8 {1.486) {1,241)
Purchase of pwn shares - (181}
Proceeds from borrowings 39,009 -
Proceeds from issue of shares 282 35
Nat cash raised byA{used in} from financing aclivitles 37,805 {1,387}
Nei decrease in cash and cash equivalents (7.302) {3,339)
Cash and cash equivalents at beginning of year 1471 4,836
Effect of foreign exchange rate changes 860 (326)
Cash and cash aquivalents at end of year 23 (5,271) 1,171




notes to the

financial statements

far the year ended 31 Dacamber 2006

1 General information

Management Consuluing Group PLC (the Company) 1s a company ncorporated 1n the United Kingdom under the Companies
Act 1983 The address of the registered office 1s given on page 88 The nature of the Group's operations and its pnncipal
activily are set out in note 3 and 1n the Financial Review on pages 610 21

2. Significant accounting policles

The following accounung polictes have been applied consistently in the current and preceding year 1n dealing with items which
are consadered matenal in relation to the financial statements

{(a) Bas:s of preparation

The financial statements of the Group have been prepared in accordance with Internanonal Finanaial Reporting Standards (IFRS) !
The financial statements have also been prepared m accordance with IFRS as adopied by the Furopean Umion (EU) and therefore
camply with Article 4 of the EU Intemational Accountimg Standards (TAS) regutation

The separate financial statements of the Company are presented as required by the Companies Act 1985 As permutted by thal Act,
the Company has elected not to present its own income statement Its separate financial statements have been prepared in
accordance with IFRS

The financial statements have been prepared on the histoncal cost basis The pnacipal accounting polictes adopted are set out below
The principal accounting polictes adopted n the preparation of the parent Company’s financial statements are the same as those
adopted n the consohidated finanecial statements except that the parent Company's mvestrments 1n subsidianes are siated at cost less,
where appropnate, provisions for inpairment

Amendments to published standards effective 1n 2006

IAS 19 (Amendment), Employee Bencfits, 1s mandatory for the Group's accounting periods begimning on or after | January
2006 It introduces the option of an alternative recogmtion approach for actvanal gans and losses It may impose additional
recogmuion requarements for multi-cmployer plans where insufficient informat:on 1s available to apply defined benefit
accounting It also adds new disclosure requirements As the Group does not wmtend to change the accounting pohcy adopied for
recognition of actuarial gans and losses and does not participate in any multi-employer plans, adoption of thes amendment only
impacts the format and extent of disclosures presented 1n the financial statements




2 Significant accounting policies (continued}
Standards, amendments and interpretations effective in 2006

The following standard 13 mandatory for the Group's accounting pertod beginning on | January 2006, 15 relevant to the
Group’s operations, but has had no significant impact on the Group or Company's results, balance sheets and associaled

disclosures

+  [FRIC 4, Determining whether an Arrangement contains a Lease,
The following standards, amendments and interpretations are mandatory for the Group’s accounting period beginning on
I January 2006 but are not celevant o the Group's operations

s 1AS 21 (Amendment), Net Investment in a Foresgn Operation,
. 1AS 39 (Amendment), Net Investment in a Foreign Operation,
+  [AS 39 (Amendment), Cash Flow Hedge Accounting of Forecast Intragroup Transactions,
. [AS 39 (Amendment), The Fair Value Option,
+ IFRS | (Amendment), First-me Adoption of International Financial Reporting Standards,
. IFRS 6, Exploration for and Evaluation of Mineral Resources,
« IFRIC 5, Rights to Interest ansing {rom Decommissioning, Restoration and Environmental
Rehabilitation Funds. and
+  [FRIC 6, Liabilines ansing from Participating n a Specific Market — Waste Electrical and Electrumc Equipiment

Interpretations to exisaing standards that are not yet effective and have not been early adopted by the Group

The following interpretations to existing standards have been published and, unless otherwise stated, are mandatory for the
Group’s accounting penod beginning 1 January 2007 The Group has not early adopted these interpretations

IFRS 7, Fmancial Instruments Disclosures, and the complementary Amendments to [AS 1, Presentation of Financial
Statements — Caputal Disclosures 1FRS 7 introduces new disclosures relating to financial instruments This standard 1s not
expected to have any impact on the classification and valuation of the Group's financial mstruments

IFRS 8, Operating Segments, which 15 applicable for the accounting period beginming | January 2009, requires an entity to
report financial and descriptive information about reportable segments, which are defined as those components of the entity
which are evaluated regularly by the chief operating decision maker i deciding how to allocate resousces and 1n assessing

performance

IFRIC 8, Scope of [FRS 2 IFRIC 8 requires consideranion of transactions involving the 1ssuance of equity instruments, where
the Wdentifiable consideralion recerved 15 less than the fair value of the equity instruments 1ssued, to estabhsh whether or not
they Fall within the scope of IFRS2 TFRIC 8 15 not expected to have any impact on the Group’s financial statements

IFRIC 10, Interim Financial Reporung and Impairment [FRIC 10 prohubits the impairment losses recogmised 1n an intertm
period on goodwill, investments in equity instruments and investments 1n financial assets carried at cost to be reversed at a
subsequent balance sheet date IFRIC 10 15 not cxpected to have any impact on the Group’s financial statement

Interpretations to existing standards that are not yet effective and not relevant for the Group’s operations

The following mterpretations to exisung standards have been published and are mandatory for the Group's accounting penods
beginning on | January 2007 but are not relevant for the Group's operations




2 Significant accounting policles (continued)

IFRIC 7, Apply the Restalement Approach under [AS 29, Financial Reporting in Hypennflatonary Economies IFRIC 7
provides gumidance on how to apply the requirements of 1AS 29 1n a reporting peniod in which an ennity identifies the
exusience of hypennflation m the economy of its functiona! currency, when the economy was not hypennflalionary in the
prior penod  As none of the Group entities have a currency of a hypennflationary economy as s functional currency, [FRIC
715 not relevant to the Group's operations

IFRIC 9, Reassessment of Embedded Denvatives IFRIC 9 requires an enuty to assess whether an embedded denvative

15 requured {0 be separated from the host contract and accounted for as a derivative when the entity first becomes a party to
the contract Subsequent reassessment 15 prohibited unless there 1s a change in the terms of the contract that significantly
modifies the cash flows that otherwise would be required under the contract, in which case reassessment 1s required  As
none of the group entities has changed the terms of 1ts contracts, IFRIC 9 1s not relevant to the Group's operations

{FRIC 11, IFRS 2 - Group and Treasury Sharc Transactions requires a shared based payment arrangement 1n which an
entity receives goods or services as consideration for 1ts own shares to be accounted for as an equity settled share-based
payment iransaclion

IFRIC 12, Service Concesswon Amangements addresses how service concession operators should apply existing TFRSs to
account for the ohhigations they undertake and nghts they receive 1n service concession arrangements

Cnical accounting policies and key sources of estimation uncertainty

The discussion and analysis of the Group's financial positon and results are bascd on the consolidated financial statements
which have been prepared 1n accerdance with IFRS The preparation of the financial statements requires the development of
estimates and judgments that affect the reported amount of assets and liabilines, revenues and costs and related disclosure of
contingent assels and habilities at the date of the financial statements Actual results may differ from these estimates under
dsfferent assumptions or conditions

Cnuical accounting poltcies are defined as those that are reflective of sigmificant judgements and uncertainttes and potentially
result in matenatly different results under different assumphions and condittons It 1s beheved that the Group's critical
accounting policies are limited to those descnibed below The Group's management has discussed the development of the
cstimates and disclosures related to each of these matters with the Audit and Risk Commitice

Revenuc

Revenue 15 measured at the faur value of the consideration received or receivable and represents amounts recewvable for
services provided to third parties 1n the normal course of business net of discounts, VAT and other sales related taxes
Revenue from services ts recognised when services have been provided and (ke nght to consideration has been eamed 1f
services have heen provided o third parties but no billing has been made, estimates are made of the amounts receivable
These estimates are based on the nature of the services supplied and contract terms  Any significant under-estimation ar over-
esumation of amounts recervable could have a matenal effect on the Group's financial position and results of operations

Goodwill and other tntangible fixed assets

Under IFRS goodwll is capitalised and tested for impairment annually and when events or changes 1n circumstances
indicate the carrying value may not be recoverable [ntangible assels with finite Jives are capitalised and amortised aver their
useful economic hves Changes in assumptions used in the Group's impairment reviews or estimated useful economic lives
could have a matenal effect on the presentation of the Group's financial posiion and results of operations




2 Significant accounting policies (continued)

Employee benefits

Accounting for pensions and other post-retirement benefits involves judgments about uncertain events, including, but not
himuted to, discount rates, life expectancy, future pay inflation, expected rate of retum on plan assets and expected health care
trend rates  Determination of the projected benefit obhiganons for the Group’s defined benefit pension scheme and post-
retirement plans are nmportant 1o the recorded amount of the benefit expense in the iIncome statement and the hability
recorded 1n the halance sheet Actuanal valuations are carned out annually These determine the expense tecorded 1n the
income statement, the hability recogmised 1n the balance sheet, and stems to be recorded n the Consolidated Statement of
Recogmsed Income and Expense Details of the assumptions used are included in note 17 to the financial statements

Income taxes

The Group 1s subject to income taxes in numerous junsdichons Judgment 1s required in determining the world-wide
provision for income taxes There are transactions and calculations for which the ultimate tax determination 15 uncertain
dunng the ordinary course of business Where the final 1ax outcome of these matters 1s different from the amounts that were
imtially recorded, such differences will impact the income tax and deferred tax habihites and assets in the peried in which
such deternunation 5 made

(b) Basis of consolidanion
(1) Subsidiaries

The consohdated financial statcments incorperate the financial statements of the Company and entities controlled by the
Company (1ts subsidianes) Control 1s achieved where the Company has the power to govem the financial and operating
policies of an imvestee entity so as to obtan benefits from ats activities This gencrally accompantes a shareholding of more
than one half of the voting nghts The existence and effect of potential voting nghts that are curremtly ¢xercisable or converiible
are considered when assessing whether the Group controls another entity The results of subsidianes acquired or dispased of
dunng the perniod are included 1n the Group income statement from or to the effective date of acquisition or disposal,
respectively Where necessary, adjustments are made to the financial statements of subsidianes to bring the accounting pohcies
mto line with those used by the Group

Intra-group transactions, balances and unrcahised gains on transactions between Group compames are eliminated on
consolidation

Minonty interests in the net assets of consolidated substdhartes are tdentfied separately from the Group’s equaty theremn
Minonty intcrests consist of the amount of those tnterests at the date of the ongnal business combination and the rmnonty’s
share of changes i equity since the date of the combinanon Losscs applicable to the minonty i excess of the munonty’s
wnterest in the substdiary’s equity are allocated agamst the mierests of the Group except to the extent that the nunority has a
binding obligation and (s able to make an additonal tnvestment to cover the losses

(1) Joint ventures

The Group's interests in jointly controlled entities are accounted for by proportionate consolwiation The Group combines us
share of the joint venture’s indivadual income and expenses, assets and liabilises and cash flows on a hine-by-hne basis with
simular items 1n the Group’s financial statements Where the Group transacts with its jointly controlled enniies, unrealised
profits and losses are elumnated to the extent of the Group’s interest in the joint venture




2. Significant accounting policles (continued)

The interest of ninonty shareholders m the acquiree 1s inially the minonty’s proportion of the net recognised fair value of the
asscts, habihues and contingent habihties

(¢) Business combinations

The zequisition of subsidianes 1s accounted for using the purchase method The cost of the acquisition 1s the aggregale of the far
values, ul the date of exchange, uf assets given, habtlitics mcurred or assumed, and equity struments 1ssued by the Group in
exchange for contro! of the acquiree, plus any costs directly attributable to the business combination The acquiree's idennfiable
asscts, habilities and contingent habilities are recogrised at thesr fair valuc at the acquisition date, except for non-current assets (or
disposal groups) that are classified as held for resale which are recogmsed and measured at fair value less costs to sell

(d) Goodwill

Goodwill ansing on the acquisition of a subsidiary or a jomtly controlled entity represents the excess of the cost of acquisiion
over the Group”s interest in the net fair value of the recogmsed identifiable assets, habihties and contingent labihuies of the
subsidiary or yontly controlled entity If, after reagsessment, the Group’s terest in the net fair value of the acquirec’s
dentifiable assets, liabhues and contingent liabibies exceeds the cost of the business combmation, the excess 15 recogmsed
immedsately 1n the income statement Goodwill is tested annually for impairment or when there 1s 1ndication of impairment
and camed at cost less accumulated impairment loss An impairment loss recogmsed for goodwill 1s not reversed in a
subsequent penod

Goodwill arising on acquisittons before 1 January 2004, the date of transition to IFRS, has been retaned at the previous UK
GAAP amount subject to being tested for impairment at that date Goodwill written off to equity prior to 1998 has not been
remstated and 1s not included (n determining any subsequent profit or loss and disposal

(e) Intangible assels

Acquired itangible assets (e g customer relationships, trademarks, licences) are capitalised and amortised over their useful
cconomic hves  Purchased computer software licences are capitahised as intangible assets on the basis of the costs incurred to
acquire and bring to use the specific software These costs are amortised over their esttmated uscful lives, which do not exceed
three years Costs associated with developing software are capuialised as mtangible assets when they are separable or arise
from contractual or other legal nghts Costs associated with mamntamming computer sofiware programs are recognised as an
expense as wcurred

{f} Property, plant and equipment

Property, plant and equipment 1s stated at cost less accumulated depreciation and any accumulated ympairment losses
Depreciation 15 charged so as to wnite off the cost or valuation of assets, less estimated residual value, by equal annual
instatments over thewr estimated useful lives of between three and seven years

(2) Impairment of tangible and intangible assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impayrment and whenever
events or changes in circumstance mdicate that the carrying amount may not be recoverable Assets that are subject to
amorttsation are tested for impairment whencver events or changes i circumstance indicate that the carrying amount may not
be recoverable An impairment loss 1s recogmised for the amount by which the assel’s carrying amount exceeds 1ts recoverable
amount The recoverable amaunt 1s the higher of an asset’s farr value less costs to sell and value 10 yse For the purposes of
assessIng impairment, assets are grouped by cash-generating units




2 Significant accounting policies {continued)

For goodwill each of those cash-generating unuts represents the Group's investment 1n cach geographic region of operation by

each consultancy

(h) Cash and cashk equivalents

Cash and cash equivalents compnise cash at bank and n hand, short term deposits with an ongimal matunty of three months or

less. and current barrowings

(1) Borrowings

Borrowings are recognised imtially at fair value, net of ransaction costs incurred Borrowings are subsequently stated at
amornsed cost, any difference between the proceeds (net of transaction costs) and the redempuion value 1s recogmsed in the
mncorne statement over the penod of the burrowings using the effective interest method

Borrowings are classified as current liabulities unless the Group has an unconditional right 1o defer setilement of the hability
for at least 12 monihs after the balance sheet date

() Taxatron

The tax expense represents the sum of the tax currently payable and deferred tax The tax currently payable 13 based on taxable
profit for the year Taxable profit differs from net profit as reported m the income statement becausce 11 excludes items of
ncome and cxpense that are taxable or deductible 1n other years or are never taxable or deductible The Group’s lability for
current tax 5 calculated using tax rates that have been enacted or substantvely enacted by the balance sheet date

Deferred tax 15 recognised an differences between the carrying amounts of assets and habilities i the financial statements and
the corresponding tax bases used in the computation of taxable profit and 1s accounted for using the balance sheet liability :
method Deferred tax habihities are generally recognised for all taxable temporary differences Deferred tax assets are generally '
recogmsed for all deductible temporary differences to the extent that it s probable that taxable profits wall be available agamnst

]
I
which such differences can be utilised l
The carryng amount of deferred tax asscts 15 reviewed at each balance sheet date and reduced to the extent that 1t 1s no longer |

probable that suffictent taxable profits will be avaiable to allow all or part of the asset o be recovered in the foreseeable future

Deferredt tax 15 calculated al (he tax rates which are expected 1o apply 1n the pertod when the labihty s settled or the asset
realised Deferred tax (s charged or credited to the wcome statement, except when o relates 1o vems charged or credited
dircctly to reserves, in which case the deferred tax 1s also dealt with in reserves

Deferred 1ax assets and labilities are offset when there 1s a legally enforceable nghi to set offl current tax assets against current
tax labilities and when they relate to income taxes tevied by the same taxation authonity and the Group ntends to settle s
current tax assets and liabihities on a net basis

(k) Provisions

Pravisions are recognised when the Group has a present legal or constructive obligation as a result of past events, and 1115
probable that an outflow of reseurees will be required to setile that obligation, and the amount has been reliably estimated
Provisions are measured at the directors’ best estimate of the expenditure required to settle the obligation at the balance sheet
date and are discounted to present value where the effect 1s matenal




2 Sigmificant accounting poheles (continued)
{0) Own shares

The Company shares owned by the employee share trust established in respect of certain share based awards are presented as a
reduction of equity

{m) Revenue recognifion

Revenve s measured at the fair value of the consideration received or receivable and represents amounts reccivable for
services provided to third partics in the normal course of business, net of discounts, VAT and other sales related taxes
Revenue from services 1s recognised when services have been provided and the night to conssderation has been earned
Revenue includes reimbursement of expenses that are re-billed to clients 1n connection with certan projects If services have
bcen provided to third partics but no billing has been made, estimates are made of the amounts receivable

{n) Interest income

Interest income s recognised on a Lime-proportion basis using the effective interest method When a receivable 15 /impaired, the
Group reduces the carrying amount to its recoverable amount

{0) Dwnidend income

Dividend ircome 1s recogmsed when the nght to recerve payment 1s established
{p) Operating leases

Rentals payable under operating leases are charged to the income statement on a straight-line basis over the term of the
relevant lease Benefits received and recervable as an meentive to enter into an operating lease are also spread on a straight-line
hasis over the lcase term

{g) Retirement benefit costs

For defined contribution pension schemes, the amount charged to the income stalement represents the contnbutions payable 1n
the pcniod  Differences belween contnbutions payable i the period and contributions actually paid are shown as cither accruals
or prepayments 1n the balance sheet

Far the closed defined benefit scheme and the closed post-retirement medical benefits plan, the amouats charged to the income
staterment are the current service costs and gains and losses on settlements and curtmilments Past service costs are recognised
immedsately in the income statement 1f the benefits have vested If the benefits have not vested immediately, the costs are
recogmsed over the perod until vesting occurs The interest costs and the expected retm on assets are shown as a net cost in
finance costs or net iIncome within investment income  Actuarial gains and losses are recognised immediately 1 the statement
of recogmsed income and expense

The defined benefit pension scheme 1s funded, with the assets of the scheme held separately fram those of the Group m separate
trustee admimistered funds Pension scheme assets are measured at fair value Liabuities in relation to the defined benefit
pension scheme and the unfunded post-retirement medical benefits plan are measured on an actuanal basis using the projected
unit method and discounted at a rate equivalent to the current rate of return on a high quality corporate bond of equivalent
currency and term to the scheme habilites The actuanal valuations are obtained at least trienmally and are updated at each
balance sheet date The resulting defined bencfit asset or habtliy is presented separately on the face of the balance sheet




2, Significant accounting policies {continued)
(r) Share-based payments

Share options are awarded 1o selected employees on a discretionary basis Awards are measured at their fair value (which s
measured using the stochastic pncing medel ar the date of grant) and are recognised as an employee benefits expense on a
strayght hne basis over the vesting penod based on the Group's estimate of shares that wilf eventually vest and adjusted for the
effect of non-market based vesting conditions, with a corresponding increase m the share compensation reserve The expected
Iife used 1n the valuation model has been adjusted, based on management's best estimate, for the effects of non-transferabihity,
exercise restrictions and behavioural considerations The proceeds recesved net of any directly alttrnibutable transaction costs are
credited to share capual (in respect of the nominal valuc) and sharc premium (in respect of the balance) when the options are
exercised Where options do not vest, a transfer 18 made from the share compensanon rescrve 1o retmined carnings

{s) Foreign currenctes

The ndvidual financial statements of each Group entity are drawn up 1n the currency of the pnmary economic envirenment in
which the entity operates (its functional currency) For the purpose of the consolidated financial statements, the results and
financial posttion of each entity are expressed wn pounds Sterfing, which 1s the Company’s functeonal and presentation currency
In prepanng the financial statements, transactions in currencies other than pounds Sterling are recorded at the rates of exchange
prevatling on the dates of the transactions At each balance sheet date, monetary ttems denomunated (n foreign currencies are
retranslated at the rates prevanling on the balance sheel date Non-monetary items camied at finr vatue that are denommated 1n
forcign currenctes are translated at the rates prevatling at the date when the fair value was determined Non-monctary items that

are measured i terms of historical cost 1n a foreign company are not retranslaied

Exchange differcnces ansing on the settlement and retranstation of monetary items are included in the income statement for the
penad Exchange differences ansing on the retranstation of non-monetary ilems camied at fair value are included in the income
statement for the penod except for differences ansing on the retranslation of non-monetary nems i respect of which gams and
losses are recognised directly m equity For such non-monetaty items, any exchange component of that gain or loss is also
recogrused directly in equity

For the purposes of presenting consolidated financial statements, the assets and Iamhities of the Group's foreign operations
(including comparalives) are expressed in pounds sterling vsing exchange rates prevailing at the balance sheet date Income and
expense wtems (including comparatives) are translated at the average exchange rate for the peniod unless exchange rates
fluctuated sigmificantly duning that pertod, 1n which case the exchange rates a1 the dates of the transactions are used

Exchange differences ansing, if any, are classified as cquaty and transferred to the Group's transtation reserve Such translation
differences are recognised in the ircome statement in the penod in which the foreign operation is disposed of

Geodwill and fair value adjusiments ansing on the acquisitton of a foreign entity are treated as assets and hiabihties of the
foreign entity and translated at the closing rate

(1) Dwvidend distnibution

Duwvidends to shareholders are recogmsed as a hability in the Group’s and Company's financial statements 1n the penod i
which the dividends are legally distnbutable




3. Business and geographic segments

The Group has onre business reporting segment management consultancy, consisting of four consultancies Incum

Consulting, Parson Consulting, Praudfoot Censulting and Salzer Consulting

Primary reporting format — geographic segments

The Group operates m three geographue areas - the Amencas. Europe and the Rest of the World The Group reports segment

information on the basis of geograptuc area, as follows

{a) Income statement

Year anded 31 Docomber 2006

Rest of
Amaricas Europe World Group
£000 £'000 £'000 £°000
Revenus
External sales 63,981 70,251 12,658 146,890
Profitf{loss) from operations before release of indemnity provision, acquisition
inlegrahon costs, depreciation and amortisation of acquited intangibles 10,708 1.656 (381) 18,003
Amorthsation of acquired miangibles - {843) - (943)
Depracation and other amorlisgtion {880} (926) {61) {1.847)
Profit(loss) from operations before non-recumng ems 9.848 5,787 {422) 15,213
Acquisition mtegration costs - {2,100) - (2.100)
Release of indemnity provision - - 335 335
Profiti{loas) from operations 9,848 3,687 {87) 13,448
Finance income (nat) {100)
Profit before tax 13,348
Income tax expense (4,598)
Profit for the year 8,750
Year anded 31 December 2005
Rest of
Amencas Europe World Group
£000 £000 £000 £600
Revenue
External sales 79,484 40,707 9,416 129,601
Profit/(loss) from operations before release of Indemnity provision, 14,988 427 {1.688) 13,727
acquisiion integration costs. depreciation and amortisaton of acqured mtangble
Depreaation end other amortisation (885} (121) {59) (1.065)
Profiti{loss) from operattons before non-recumng items 14,103 305 (1,747) 12,662
Release of tndemnity provision - - 8§97 5§97
Profit/{loas) from oparations 14,703 308 {850} 13,5589
Finance mcome (net) 381
Profit before tax 13,920
Income 1ax expense (4.128}
Profit for the year 9,792




(b) Net assets

at 31 Decomber 2006

Rest of
Americas Europe Woarld Group
£'000 £000 £'000 £'000
Assels
Iintangibles, including goodwill 27,112 134,741 693 162,546
Other segment assets 3,374 42,192 1,085 46,651
30,486 176,933 1,778 209,197
Unallocated corporate assets 16,318
Consolidated total assets 225,515
Liabilities
Segment fiabihbias {12,422} (46,101) {2.278) {60,798}
Unallocated corporate liabdities {52,528)
Consolidated total habilities (113,326)
Not assots 112,189
at 31 December 2005
Rest of
Amencas Europe World Group
£000 L£'000 £000 £000
Assots
Inlangibles, including goodw!l 30,856 37,840 - 68,656
Other segment assets 8,047 6,055 835 14,037
38,803 43,895 835 83,633
Unallgcated carporale assets 24,298
Consolidated total assets 107,931
Liabilities
Segment habilibes (14,576) {10,855) {2,587) {28,018
Unallocated corporate liabiliies (21,981)
Consolidated total liabilrties (49,999)
Neot assots 57,932
(c) Capital additions, depreciation and amertisation
year ended 31 Decamber 2006
Rost of
Amaricas Europs World Group
£'000 £'000 £'000 £'000
Acquisibons - 10,538 - 10,536
Capital addiions 393 T09 64 1,166
Unallocated corporate additions 1,399
Total capital additions 13,101
Depreciation and amortlsation 860 1,869 61 2,790




year ended 31 December 2005

Rest of
Amencas Europe Wortd Group .
£000 £'000 E£'000 £000
Capital additons 718 168 a3 969
Unaltocated corporate addibiong 154
Total capita) eddibons 1,123 !
Oepreciation and amortisalion §85 121 59 1,065 '

The most important foreign currencies for the Group are the US dollar and the Euro The relevant exchange rates to Sterling were I

2008 2005
Avarage Closing Average Closing
£1=USS 184 196 182 172
£1 = Eurp 147 148 146 145
4 Profit before tax
Profit before tax has been arrved at after charging/(crediting) the following
2006 2005
£'000 £000
Net foreign exchange losses/{gans) 317 {120}
Amortisation of intangible assets 1,790 461
Depreciation of property, plant and equipment 1,000 604
Loss on disposal of fixed assets 79 14
Staff costs (note 5) 80,723 70,953
Release af indemnity provision {335) {897)
Auditors' remunerahon for audit services 375 310
A more detailed analysis of auditors’ remuneration on a worldwide basis 1s provided below
Auditors’ remungration 2006 2006 2005 2005
£'600 % £000 %
Fees payable to the Company's auditors for the audit of the Company’s annual accounts n 4 32 5
Fees payable to the Company's auditors and their associates for other services to the Group
- audit of the Company’s subsidanes pursuant to legislabon 343 40 278 49
Total audst tees ars 44 310 54
Other services pursuant to legisiation - -
Tax services 203 24 205 38
Qther assuUrance servicas 201 32 55 10
Total non-audit fees 436 56 260 45
Total auditors’ remunsration 861 100 570 100




Fees for other assurance services compnse £276 000 relating to acquisitions (2005 £-) and £5.000 for reporting on compliance
with bank covenants (2005 £-) Fecs for services relating to acquisitions totalling £276 000 have been caputalised as part of the
cost of investment in Ineum Conseils et Associés SA and The Salzer Group Asia Pacific Pte Limned A description of the work

of the Audit and Risk Commuttee 15 set out 1 the Repart of the Audit and Risk Commuttee on page 35 and includes an

explanation of how avditor objectivity and independence 1s safegnarded when non-nudit serveces are provided by the auditors

5§ Staff numbers and costs

The average number of persons employed by the Group {mcluding executive direciors) during the year, analysed by category,

was as follows

2008 2005

Sales and marketing 248 201
Caonsuitants 555 458
Suppon staff 167 136
a70 796

The number of Group employees at the year end was 1,448 (2005 793), the increase was largely attnibutable to the acquisition

of Inucrm Consulting
The average number of Company employees for the year was 52 (2005 46)

The aggregate payroll costs of these persons were as follows

2008 2005

£'000 £000

Wages and salanes 87,571 62,936
Sowal secunty costs 11,934 6,932
QOther pension costs 1,218 1,085
80,723 70,953

A charge of £5,000 (2005 £-}1s meluded in the operating results in respect of the current cost of the closed US retirement benefit
schemes (see note 17) Wages and salanes mcludes £804,000 (2005 £640.000) relating to charges i respect of share opions
The payroll costs of the Company are £3,074,000 (2005 £4,257 000) for wages and salanes, £492 000 (2005 £471,000) for

social secunty costs and £169.000 (2005 £169000) for pension cosis

6 aj. Investment incoma

2008 2005
£'000 £'000
Interest receivablie on bank deposits and simiar iIncome 1.013 453
Net finance ncome on retirement benefits plans (sea note 17) 163 -
1,178 453

6 b). Finance costs
20086 2005
£'000 £000
Intarest payable on bank overdrafts and loans and similar charges (1,276) (10
Net finance charge on retlrement benefits plans (see note 17) - {82)
(1,276) (92)




7. Tax expense

2006 2005
£'000 £'000
Tax in respect of current year
UK corporahon tax 326 500
Foreign tax 5,540 4.899
Deferred tax — acqhuﬁunlanglb!e assets ’ T ) - (i1-6) =
Deferred tax ~ tax losses and other temporary differences {2,250) (838} I
| Deferred tax - US goodw - _ . S R -
Total deferred tax (1,753) (43)
Total current year tax 4,113 5,356
Prior yoar taxation 483 (1,228}
4,588 4,128

The deferred tax charge for US goodwill anises from tax deductions i the US for goodwall which 1s not amortised 1n the
income statement A deferred tax hability 1s required to be held for this item in accordance with accounting standards UK
corporation (ax 1s cafculated at 30% (2005 30%) of the estunated assessable profit for the year Taxation for other
Junsdictions 1s calculated at the rates prevailing in the respective junsdictions

The charge for the year can be reconciled to the profit per the income statement as follows

2006 2005

£000 £'000
Profit before tax 13,343 13,920
Tax at the averago iax rato applicable across the group of 35% (2005 36%) 4,672 5011
Net tax eflect of unrelieved losses (1,279) 1,967
Net tax eftect of permanent differences and other 70 {1,622)
Relating to pnor years 4385 {1,228)
Tax expense for the year 4,538 4,128
Effactive tax rate for the year 3% 30%
8. Dividends

2006 2005

£'000 £000
Amounts rocogmsed as distributions to equity holders in the year
Final drvidend for the year ended 31 December 2005 of © 80p {2004 O 67p) per shara 1,486 1,241

[hvidends are not payable on shares held in the employee share trust which has waived its enntiement to dividends The
amount of the dividend waved i 2006 (in respect of the year ended 31 December 2005) was £34,000 (2005 £26 000)

The directors recommend the payment of a final dividend in respect of 2006 of 1 O pence per share to be paid on 9 May 2007
to ordinary sharcholders on the register on 13 April 2007 The proposed final dividend 1S subject to approval by shareholders
at the Annual General Meeung and has not been included as a hability in these financul statements




9 Earnings per share

The calculation of the basic and dituted earnings per share 1s based on the following data

20086 2005
£'000 £'000
Eamings
Earrungs for the purposes of basic eamings per share and diluted earmings per share bemng net profit
attnbutable to equity holders of the parent 8,750 0,792
Amortisation of ecquired mtangiblas 943 -
Earnings for the purpose of basic earnings per share excluding amortisation of acquired Intangibles, 9,693 8,792
Non-recumng items 1,765 (897)
Non-cash tax items and adjustments in respect of pnor years 1,582 392
Earnings for the purpose of basic eamings per share axduding amortisation of acquired inlangibles,
non-recumng items, non-cash tax, and adjusiments tn respect of pror years 13,040 9,287
Number of shares Number Numbear
(miition) (nuilion)
Werghted avarage numbaer of ondinary shares for the purposaes of basic eamings per share, basic excluding
amortisation and basic excluding amoriisaticn and non-recumng dems 125 1852
Effect of duutve potentral ordinary shares
— Share oplions 13 14
= Long term incentive plan 02 a2
Weghted average number of ordinary shares for the purposes of diluted eamings
per share 2140 186 8
Pence Pence
Basic earmings per share 41 53
Diluted eamings per share 41 52
Basic-oxcluding amortisation of acquired mitangibles 48 53
Basic-excluding amorhisation of acquired intangibles, non-recurnng, non-cash and pnor year fax items 61 50
The average share price for the year ended 31 December 2006 was 54 3 pence (2005 51 5 pence) There 1s no ‘cash’ tax
assocrated with the non-recurring items and amortisabon
10. intangible assets
Group
Customer Customer Othar Total
Goodwill refationships orders  Intangibles  inlangibles
Cost £'000 £000 £000 £'000 £°000
At 1 January 2006 68,278 - - 3.042 71,320
Additions - - - 1,363 1,363
Acquisiions (Note 28) 89,054 8,430 541 B15 98,840
Exchange differences (4,535) 1 - {301) (4,835)
Elimnated on thsposals — -~ - (69} (69)
At 31 December 2006 152,167 8,431 541 4,850 166,619
Amortisation
At 1 January 2006 - - - 2,624 2,624
Charge for the year - 402 541 847 1,790
Exchange diferencas - - - (272) {272)
Elminated on disposals - — - {69) (69)
At 31 December 2006 - 402 541 3130 4,073
Carrying Amount
At 31 Decambar 2006 152,797 8,029 - 1,720 162,546
Al 31 Dacember 2005 68,278 - - 418 68,696




Company
Software Cosis

Cost £7000
At 1 January 2008 204
Addrions 1,100
At 31 December 2006 1,304
Amortisatton

At 1 January 2006 131
Charga for ihe year 282
At 31 December 2006 413

Carrying amount
At 31 December 2006 8§91
At 31 December 2005 73

Group miangible assets consist of goodwill, acquired customer related intangibles such as order books and customer
relationships and software costs In line with historic experience, intangible asscts relating to customer orders acquired dunng
the year have been fully amortised by 31 December 2006 [ntangible assets relaing 1o customer relatienships are amortised on
a straght line basis over seven years from thesr date of acquisiton Both amortisation penods reflect the penods duning which
the Group expects to derive benefit from these assets Capitahised software costs are amortised on a straight hine basis over
three years or the hife of the softwarc contract «f shorter All other intangible assets are amortised from three years to a
maximum of 15 years depending on useful economic hife

Analysis of goodwill

Goodwil] acquired in a business combimation 1s allocated to the cash-generating units {CGUY) that arc expected to benefit from
that business combination The carrying amount of goodwill has been allocated as follows

Group
2006 2005
Coat £'000 £000
Ineum Consulting 88,354 -
Parson Consulting 27112 30,856
Proudioot Consulting Europe 36,638 37,422
Salzar Consulting 693 -
152,797 68,278

The Group tests goodwill annually for impairment, or more frequently 1f there are indications that goodwill might be impaired

The recoverable amounts of the CGU are determuned from value in use calculations The key assumpuions for the value in use
calculations are those regarding the discount rates, growth rales and expecied changes to contnbution dunng the penod
Managcment estimates discount rates using pre-tax rates that reflect current market assessments of the hme value of money
and the nsks speafic to the CGU

The Group prepares cash flow forecasts based on the most recent financial budgets and forecasts approved by management
The cash flows are extrapolated based on long-term industry wide revenue growth assumptions of 5% and contnbution rates

which are consistent with past expertence and industry norms

The rate used to discount the forecast cash flows for each CGU 15 8% (2005 9%)




14, Property, plant and equipment
Group Company

Fixturas, fitttngs and equipmeont £'000 £'000

Cost

At 1 January 2006 2,883 333

Acqussitons 750 -

Additrons 1,202 278 ,
Exchange differencas (433) - t
Ehrmnated on disposal (571) {36) '
At 31 Dacember 2006 3.831 175 !
Accumulated depreciation

Al January 2008 1,362 178 |
Charge for the year 1,000 174

Exchange diferences (333) -

Elminated on disposal (492} {16)

At 31 December 2006 1,537 336

Carryming amount

At 31 Decomber 2006 2,294 439

At 31 December 2005 1,51 355

12 Investments held as fixed assets

Company

Shares Loans Total
Investment In Group companles £'000 £'000 £'900
At 1 January 2006 141,086 128 141,224
Additons 82,643 12,767 95410
Transfer to subsidiary undertakings (82.325) — {82.325)
Al 31 Decomber 2006 141,414 12,895 154,309

Shares arc stated net of provisions of £6,655,000 (2005 £6,655,000) against stmpairment in value Addihons in the year
reflect the Ineum 2cqumisition and increased mvestment in an intermediate holding company

Details of the Company’s principal subsidiary undertakings are set out in note 27




13 Trade and other receivables

Group Company

2006 2005 2006 2005

£'000 £0060 £’000 E£'000

Trade recaivables — nat 28,399 11,269 - -
Amounis owed by Group undertakings - - 73.336 19,235
Other recevables 3015 1,375 117 85
Taxaton recoverable a7l 175 - -
Prapayments and accrued income 15,011 1,982 324 135
46,800 14,801 73,7714 19,455

Credit risk

The Group’s credit risk 15 pnmanly attnbutable to its trade receivables The Group has no sigmificant concentration of credit
nsk, with exposure spread over a large number of counterparties and clhients Debtor days at the year end were 39 days (2005
18 days) No interest was charged on receivables The provision against doubtful recetvables amounts 1o £315,000 The
directors consider that the carrying value of trade and other receivables approximates Lo their fair value

14. Trade and other payables

Group Company

2006 2005 2006 2005

£'060 £'000 £'000 £'000

Trade payables 11470 1.809 104 181
Amounts owed by Group undertaings - - 17,615 12,871
Other taxes and socal secunty 10,535 2407 34 284
Qther payabies 215 144 6 6
Osterred income 5958 2,878 - -
Accruals 25,925 20,807 3,259 4,211
54,103 25,045 21,018 17,553

Trade and other payables pnncipally compnise amounts outstanding for trade purchases and ongoing costs The average credat
peniod taken for trade purchases 1s 50 days (2005 15 days) The directors consider that the carrying amount of trade payables
approximales to their fair value

15. Tax assets and habilitres

Group Company

2008 2005 2008 2005

£'000 £000 £'000 £000

Current tax habiibes 9,728 3,959 1,000 394
Non-current 1ax habililies

Tax hatwihes 1,859 1,859 - -

Deferred tax lrabilites 5852 2,815 - -

7,711 4,674 - -

Total tax habilittes 13439 8,633 1,000 394




The following are the major deferred tax assets and habihiies recognised by the Group and movements thereon during the current year

Group
Tax lossas Othor Total

Dofarred tax assets £'000 £'000 £'000
At 1 January 2006 1,101 257 1.358
Acquisibion of subsidanes - 1,089 1,089
Charge to income (1.100) 97) (1.197)
Credit to incoma 2,347 - 2,347
At 31 Decembar 2006 2,348 1,249 3,597

Profits

taxable Ansing

in future an
years acquisittons QOther Total

Defarred tax habihties E'000 £'000 £000 £'000
Al 1 January 2006 1,100 1,715 - 2815
Transfer to corporation tax craditor (465) - - (465)
Acqusion of subsidianes - 3,005 - 3.005
Charge to income 115 813 85 1.013
Credit {o income {200) (316) - {516)
At 3 Decembar 2006 550 5.217 85 5,852

Additionally the Group has potenual unrealised deferred 1ax asscts at the year end of approximately £24 muillien (2005 £25 mullion)
1 respect of tax losses The tax losses are partly not yet agreed with tax authonues and/or may be subject 1o adjustment on tax

dudits Consequently, they are subject to uncertam and unquantifiable adjustments Duc to these uncertamties, and uncertamty as to

the likely punisdictions of future profits against which the losses can be offset, the deferred tax asset recognised 1s hmited to the

amount stated above

Company

Qther
Deferrod tax assot £'000
At 1 January 2006 137
Cradit to income 25

At 31 Decomber 2006

162




16 Borrowings

Group
2006 2005
£'000 £000
Current Bank borrowings 14,792 -
Non-Current Bank batrowings 24,258 -
Total borrowings 39,047 -

Bank Borrowings

Borrowings denominated in Sterhing bear interest of LIBOR plus 1 5% annually Borrowings denominated 1n Eurus bear
interest of EURIBOR plus 1 5% Bank borrowings are secured on the shares of certain Group compantes Bank borrowimgs

mature al different dates until 1 April 2009 as shown below

2006 2005
£'000 £'000
On demand aor within ane year 14,792 -
In the second year 6.064 -
In the third to fifth year 18,191 -
Total 39,047 -

‘The loans drawn down under commuted facilitics expire at vanous dales to 2009 The other facilties have been arranged to

help finance the expansion of the Group’s acuvities in Europe

The exposure of the Group’s borrowings to interest rate changes at the batance sheet dates are as follows

2006 2005

£'000 L9060

6 months or less 19,047 -
The carrying amounts and fair values of the non—current borrowings are as follows

Carrying Carmying Fair Fair

amount amount valua value

2006 2005 2006 2605

£'000 £000 £'000 £000

Bank bormowings 24,255 - 22,265 -

The fair value of currem borrowings equals their carrying amount, as the impact of discounting 1s not sigmficant The fair values

for non-current borrowngs are based on cash flows discounted using a rate based on the borrowing rate of 5 6%

The carrying amounts of the Group's borrowings arc denominated n the following currencics

2006 2005
Currancy £'000 £000
Euro 33,047 -
Stering 5,000 -

39,047




The Group has the following undrawn borrowing facilives

2008 2005

£'000 £'000
Floating rate 11,000 -
Company

2006 2005
Currenl £'000 E£'000
Bank borowings 6,000 -

The fair value of current horrowings equals their carrying amount, as the impact of discounting 15 not sigmificant Borrowings

denominated n Sterling bear interest of LIBOR plus 1 5% annually

The exposure of the Company’s borrowings to interest rate changes at the balance sheet dates are as follows

2006 2005
£'000 £'000
6 months or less 6,000 =
The carrying amounts of the Company’s borrowings are denominated in the following currencies
2008 2005
£'000 £000
Currency
Staring 6,000 -
. The Company has the following undrawn borrowing facilities
2006 2005
£'000 £000
Floating rate 11,000 —




17 Retirement benefit obligations

Defined contribution schemes

The Group operates a number of defined coninbution pension schemnes throughout the world The total cost charged to income
in respect of defined contnbution schemes was £1 218 000 (2005 £1,085,000), representing contnbutions payable to these
schemes by the Group at rates specified i the rules of the plans

Defined benefit schemes

In the Umited States the Group operates a closed defined benefit pension scheme and a closed unfunded plan which provides
benefits 1n respect of post-reurement medical costs In France, the Group has a statutory unfunded post-retirement benefit
obligation

The retirement benefit obhgations are summarised below

2006 2005
£000 £000
US defined benefit pension scheme 4,437 10,863
US posi retirement medical costs 852 1,006
French stalutory obligabon 122 =
5,411 11,868

The funded US defined benefits pension scheme was closed to new entrants with effect from 1 Febrvary 2001 and further
benefit accruals ceased for all members with effect from 31 December 2001 The US medical benefits plan applies only to
certar former employees who retrred pror to 30 September 1995 and to the post-retirement medical costs of a small number
of current and former employees who were employed at that date

The most recent actuanal valuations of plan assets and the present value of the defined benefit obligation were carried out at
31 December 2006 by Michael Von Behren and Jule Porcelli of Mercer Human Resource Consulung who meet the
Quahficatien Standards of the American Academy of Actuarics to render the actuanial opmion contained n this report The
present value of the defined benefit obligation, the related current service cost and past service cost were measured using the
projected umt credit method

The principal assumptions used for the recent actuarial valuations were

2006 2005

% %

Rate of increase in salanes not applicable  rot applcable
Expected long term retum on scheme assels 800 800
Discount rate 580 550
General inflabon assumplon 300 Jon

There are neither goaranteed nor discretionary increases 10 benefits after retirement The mortality table used was the RP2005
White Collar Table The discount rate assumption was changed to reflect changes in long term corporate bond yields Mercer
Human Resource Consulting advased that a reasonable discount rate to comply with [AS 19 15 the range 5 75% to 5 85%
The dircctors elected to take the mid-pmnt of the advice recerved




a) Amounts recogmised in finance cosis 1n respect of these benefit schemes are as follows:

2006 2005
£'000 £'000
US defined benefit penson scheme
Expected return on pension scheme assets 2,232 2,039
interagt on pengion schemnea habliies (2,020) (2,058)
212 {17)
US medical benefits plan
interast on plar: iabities (49) (65)
Net finance ncome/{charge) 1683 (82)

Actuanat gains and tosses have been reported i the statement of recognised income and expense The actual return on

scheme assets was £3.610,000 (2005 £1,762,000)

b) The amount included m the balance sheet anising from the Group’s obligations in respect of the US defined benefit

pension scheme and medical benefits plan s as follows

2008 2005
£'000 £000
Present value of defined beneafit obhgatrons (35,434) (41,915)
Far value of scheme assets 30,145 30,046
Liabiity recogrused in the balance sheet (5,289) (11,869}
Defined bansfit pension scheme (neta (17) (a} (1)) (4.437) {10,863}
Medizal benefit plan {note (17} (e} (W) (8%2) {1,006}
(5,289) {711,869}
¢) Movements in balance sheet amounts-
Changes 1n the present value of the defired benefit obligations are as follows
2008 2005
£'000 £000
Openng defined bensfit obligabon (41.915) {35,770)
Serace cost - -
Interest cost {2,069) (2.121)
Actuanal gamns/(fosses) 1,905 {1.369)
Exchange differences 5.000 {4,226)
Benefits pad 1,845 1,571
Closing defined benefil obligation (35,434) {41,915)




Changes in the fair values of the plan assets are as follows

2008 2005
E£'000 £000
Opening fan value of plan assets 30,046 24,387
Expected return 2,232 2,039
Actuanat gains/{losses) 1,379 (277)
Contnbutions by emplioyer 2,008 2,528
Exchange diferences (3.875) 2,040
Benefits paid {1,6435) (1,571}
Closing farr value of ptan assets 30,145 30,046
Net retirement banefit obhgation (5,289) (11,869)
d) The fair value of plan assets af the balance sheet date and the expected rate of return are analysed as follows:
Expeocted Expected
rotum 2008 relum 2005
% £'000 % £'000
Equibies 90 19,947 90 20,954
Bonds 55 10,056 55 8,317
Cash 55 142 55 775
80 30,145 80 30,046
€) History of expenence gains and losses
(1) US defined benefit pension schemne
The five-year history of expenence adjustments 1n relation 1o the US defined benefit pension scheme 15 as follows
2008 2005 2004 2003 2002
£'000 £'000 £000 £000 E£'000
Present value of defined benefit obligations {34,582) {40.909) (34,649} (34,232 (34.077)
Fair value of scheme assets 30,1453 30,046 24,387 22374 20,569
Defict in the scheme {4,437} {10.863) {10,262} {11,858} (13,508)
Expenence adjustments on scheme kabilities
Amount 626 86 {123} (136) (1.001)
Percentage of scheme liabilities 18% 0 2% {0 4%} {0 4%) {29%)
Expenence adjustments on scheme assels
Amount 1,319 (277} 567 2,973 (5,214)
Percentage of scheme assets 4 6% (0 9%) 23% 13 3% (25 3%)

The estimated amounts of contnbutions expected to be paid to the scheme duning the current financial year s £1 6 mulbon

(2005 £20 mulhon)




(1t} Unfunded US medical benefit plan

The five-year history of experience adjustments in retation 1o the US medical plan 1s as follows

2008 2005 2004 2003 2002
£'060 £'000 £000 £'000 £000
Presenl value of plan habiities (852) (1.008) (1.121) (1,355) {3.782)
Expenance adjustments of plan liabiliies (42} 210 123 302 477
Percenlage ol the plan kabihes (4 9%) 20 9% 11 0% 22 3% 12 6%

(w1) Unfunded French retirement scheme

The pnncipal assumptions used for the recent actuanal valuation of the French reurement scheme were

2006
Rate of increase in salanes 58%
Expected long term retum on scheme assots -
Remaimng service lives 18 yaars
Discount rate 45%
‘I'here are neither guaranteed nor discretionary increases to benefits after rehrement
J) Amounts recognused in finance costs in respect of the French post-retirement scheme are as follows-

2006

£'000
Interest on habtilies 3

At 31 December 2006, these ate no actuanal gains and losses reported n the statement of recognised mcome and expense
relating to the French scheme

g} The amount tncluded in the balance sheet arising from the Group's obligations n respect of the French pust-
retirement benefit scheme 1s as follows-

2006
£'000
Present value of defined benofit obligations (122
Fair value of scheme assets =
Liabulty racogrised i the balance sheet {122)




) Movemenis in balance sheet amounis:

Changes in the present value of the French defined benefit obligation from the date of the acquisition of Ineum
are as follows

2008

£'000
At acquisiiton (114}
Service cost (5}
Inlgrest cost 3
Closing defined benafit obhgation (122)
The French obligation 1s unfunded and therefore holds no plan assets, and no contnbunons are made
t) History of expenence gains and losses
No expenence adjustments 1n relation to the French post-retirement scheme arnise in the post-acquisition penod
18. Long-term provisions

£'000
Al 1 January 2006 871
Acquired 452
Utilrsed (98)
Released (335)
Fareign exchange movement {61)
At 31 Decamber 2006 829

The provisions primanly relate 1o surplus property, overseas tax habiliies and obhgations to former employees of the Group
The most sigmficant element relates to the surplus property provision acquired with Ineum (see note 28) which 1s expected to
be utilised over the period to 31 December 2009 The provision release relates to a ime-expired indemmity on the disposal of
the Group's Japanesc operabons

There are no provisions held by the Company

19. Share capital

{a) Called up share capual
2006 2005
£'000 £000

Authonsed S00 milion (2005 300 mulbon)
shares of 25p aach 125,000 75.000

Allotted, called up and fully pa:d 270,840,137
(2005 189,493.412) shares of 25p each 87,735 47,373




Shares 1ssued 1n the year were
Nominal  Consideration

value m year
Numbaer £000 £000

Al 1 January 2006 189,493,412 473713
Acquisition of ineum Consufling 80,388,159 20,097 46,927
Issued to the employee share trust - - -
Employes share options exerased (note 19 (b)) 1,058,566 265 282
Al 31 Dacember 2006 270,940,137 67,735 47,208

The company has one class of ordinary shares which carry no night to fixed income

The range of the exercise price of options exercised duning the year was 25 00 pence to 29 85 pence (2005 25 00 pence to
29 13 pence)

(b) Share options
At 31 December 2006, there were options outstanding to subscnbe for new ordinary shares of 25 pence each as set out below

Waeighted
Number of shares Exercse pnce average pnce Exeruisable
Optlion grant date under opbion (pence) (pence) nol earlier than
The 1998 Scheme
September 1999 309,007 2500 2500 September 2002
March 2000 1,777,000 2985 2985 March 2003
March 2004 3,372,362 36 25 3825 March 2007
March 2005 289251 5975 5975 March 2008
March 2006 3,984,340 5775 5775 Merch 2009
Total 12,335,330 4750

The number of optiens outstanding at the previous year end over new ordinary shares was 14,103,003 with a weighted
average price of 41 46 pence

The total shareholder return performance conditions, relating to the share options exercisable on 1 March 2007 were not
achieved so the options did not vest

In March 2006, 4,556 085 options over new ordinary shares were granted ai a price of 57 75 pence per share The following
options over new ordmary shares were exercised dunng the year

Weighted

Neminal average
Value price Consideration
Granted Number £ p £
March 1998 133,904 33.476 2873 38,475
October 1996 442,905 110,727 2500 110,727
September 1999 231,754 57.939 2500 57,839
March 2000 250,000 62,500 2985 74,634

1,058,566 264,642 281,775




During the year, options, with a weighted average pnce of 44 46 pence, over 5,280,188 new ordinary shares lapsed Share

optians under the 1998 Scheme expire ten years after the date of grant

The total subscription price if all share options over new shares are exercised 15 £5.859,000 (2005 £5,847.000)

‘The above amounts exclude options over 2,842 000 shares (2005 2 250,750 shares) which are already 1t 15sue and are owned

by an employee trust

‘I'he fair value of options granted was determined usmg the stochasuc valuauon model Expected volaulity was assessed by
considering the histonc volaulity of the Company’s share pnce An expense of £804 000 (2005 £640,000) has been
recogmised 1n the period 1n respect of the share options granted  The cumulative share compensation reserve at 31 December

2006 15 £1,492,000 (2005 £1,256000)

The inputs into the stechastic vatuation model for the 2006 options are as follows

3 year 5 year
vesting vesling
Fair value of option 21 pence 26 pence
Exercise pnca and share pnce on gate of grant 57 75 pance 57 75 pence
Expected hfe 5 years 7 years
Expecled volatility 47 2% 58 6%
Performance condition dscount 1% 15 6%
Risk free rate 4 35% 431%
Expected dividend yield 139% 139%
‘The inputs into the stochastic valuation model for the 2005 options are as follows
3 year 5 year
veshng veshing
Fair value of option 26 pence 31 pence
Exercise pn¢e and share prica on date of grant 59 75 pence 5975 pence
Expected Ife 5 years T years
Expected volatility 54 9% 62 7%
Performance cond:tion discount 95% 138%
Rrsk free rate 4 79% 4 79%
Expected dwdend yreld 112% 112%
The mputs into the stochastic valuation medel for the 2004 options are as follows
3 year § year
vesting vesting
Fair value of ophon 18 pence 19 pence
Exercise pnce and share pnice on dale of grant 36 25 pence 36 25 pence
Expectad Iife 5 years 7 yaars
Expectad volatility 66 0% 67 0%
Parformance condition discount 94% 14 6%
Rugk free rate 4 656% 471%
Expecled dvdend yield 138% 1 38%




The inputs into the stochastic valuation modcl for the 2003 options are as follows

Jyear § year
vesing vesting
Fair value of option 19 pence 21 pernce
Exercise pnce and share pace on date of grant 39 50 pence 39 50 pence
Expected lifa 5 years 7 years
Expected volathty 64 8% 66 0%
Performance condition drscount 10 0% 14 4%
Rusk free rate 4 04% 421%
Expected dwidend yiald 127% 127%
20, Equity
Group Own shares
Share Share held by Currency
premum Merger Shares o compensation empioyee translation
account reserve be issuad raserve share trust resarve
£'000 £'000 £000 £'000 £'600 £000
Al 1 January 2005 38,026 5.683 185 616 (970) {1,745)
Currency lranslation differences - - - - - 1,458
Share compensalion expense - - - 640 - -
Management mcenbive plan - - (139) - 83 -
Shares 13sued to employee share trust 119 - - - (202) -
Purchase of shares - - - - (1a1) -
Sharg ophion schemes 1 - - - - -
Al 31 December 2005 38,146 5,683 46 1,256 {1.270) {257}
Al 1 January 2000 38,146 5,683 46 1,256 {1,270} (25T
Currency transiaton differences - - - - - (4.904)
Ansing on acquistion of Ineum - 26,830 - - - -
Share compensation expense - - - 804 - -
Reclassification to retained earmings - - - {568} - -
Share ophon schemes 17 - - — ~ -
At 11 Dacember 2008 18,163 32513 46 1,492 (1270) (5,181}
Statutory
reserves Capital
of subsidiary redemption Total other
undertakings raserve rasarves
£'000 £'000 £'000
At 1 January 2005, 1 January 2006 and 31 December 2008 5,878 1,188 7,084




Company Qwn shares
Share Share held by Capital
premium Merger Shares to compensaton employee redemphon
acocount resarve be issued resanvg share trust reserve
£'000 £'000 £'000 £'000 £'000 £'000
Al 1 January 2005 38,028 - 185 616 (970) 1,186
Share compensation expense - - - 640 - -
Management incentive plan - - {139) - 83 -
Shares issued Lo employes share trust 119 - - - (202) -
Purchase of shares - - - - (181) -
Share oplion schemes 1 - - - - —
Al 31 December 2005 38,146 - 46 1,256 (1.270) 1,186
At 1 January 2006 38,146 - 46 1,256 {1.270) 1,186
Ansing on acquisition af Ineum - 26,830 - - - -
Share compensahon expense - - - 804 - -
Redassification to retained eamings - - - (568) - -
Share opllon schemes 17 - — - - -
At 31 Decombar 2008 38,182 26,830 48 1.492 (1.270) 1,186

Shares to be 1ssued compnse the esumated value of shares that may he 1ssued under the Management Incentive Plan

The share compensation reserve represents the net credit ansing from the charge for share options less amounts transferred to

retained earmings following the lapse of share options Own shares held by the employee share trust represents 4,197 374

shares (2005 4,197,374 shares) issued at a value of £1,270,000 (2005 £1,270,000)

21 Retained earnings

Group Company

2006 2005 2006 2005

£'000 £000 £'000 £000

At 1 January (40,109} {47.839) 57,731 54,361
Net profil for the year 8,750 9,782 11,204 4,611
Dmdends paid (1,486) (1,241) {1,486) {1,241)
Actuanal gair/({loss) related to retirement banefil schemes 3,284 {1,646) - -
Tax on tems taken directly to equity 800 825 - -
Reclagsification from share compensaton resarve {nota 20) 568 - 568 -
At 31 December (28.393) (40,109) 68,104 57,731

In accordance with Section 230 of the Compantes Act 1985, the Company has not presented 11s awn income statement

The movement 1n the group income statement for the financial year includes a profit of £11,291 000 (2005 £4,611,000) dealt

with in the financial statements of the Company




22 Statement of changes In equity

Group Company
2006 2005 2006 2005
£'000 £'000 £000 £'000
At 1 January 57.932 46,276 144,458 140,660
Onadends pard {1.486) {1,241) {1.486) (1,241)
Profit for the penod 8,750 8,792 11,2014 4,811
Own shares purchased for deferred share awards - (181) - (181}
lssue of share capsal
On acquisibon of subsidiary undentaking 46,927 - 46,927 -
Exercise of share ophans 282 38 282 35
Share compensation expanss 804 640 804 640
Movement in reserve for management incentive plan - (36) - (56)
Other recognised income and expense (1,020) 667 - -
At 31 December 112,189 57,932 202,286 144,468
23. Notes to the cash flow statement
Group Company
2008 2005 2006 2005
£'008 £000 £'000 £000
Profit/{loss) from operations 13,448 13,559 1,627 {2,511)
Adjustments for
Deprecitation of property, plant and equipment 1,000 604 174 111
Amortisation of intangible assets 1,786 462 282 14
Loss on disposal of plant and equipment 79 14 20 15
Management mcentive plan - {56) - {56)
Adjustment for pension funding {2,008) (2,.528) - -
Adjustment for share options charge 804 640 804 540
Decrease in provisions (493) (903) - -
Operatng cash flows before movements in working capdal 14,620 11,792 2,807 {1.7682)
. Increase in receivables (6,447) {4,153) (7.381) {285)
Increase/{Decraase) m payables {5.858) 3,911 3,465 {208)
Cash generated by operations 2,315 11,550 {1.018} (2,280)
Income taxes {paid)/received {4,269) (2,724} - 2
Net cash from operating activities (1,954} 8,826 {1,019) (2.278)
Cash and cash equivalents
Cash, cash squivalents and bank overdrafis include the following for the purposes of the cash flow staternent
Group Company
2006 2005 2006 2005
E'000 £000 £'000 £000
Cash at bank and an hand 10,278 21,555 128 1171
Barnk bomowings—curreni (14,792) - (8,000) -
{4,510) 21,555 ~(5,211) 1,171




24 Financial instruments
Capstal structure and treasury policies

The Group ts financed by shareholders’ equity and debt The Group's caputal strucwre 1s reviewed regularly to ensure that it
remauns relevant to the busmess and s planned development There are established treasury policies that are reviewed
regularly to cnsure that they remain relevant to our business The objective of the Group’s treasury pohicies 15 to provide
Ligundity for the Group at mintmum risk and mimmumn cost and to hedge known financial exposures The main treasury risks
faced by the Group are country specific liquidity risks Investment of the Group’s cash 1s made within policies that cover
counter party risk and hquidity Surplus eash 1s invested gencrally on matunties of three months or less commensurate with
the matunty of loan drawdowns Drawdowns under the multi-currency faciliies atlow for interest matuntes of up to six
manths in US dollars, Euros and Sterling The Group’s term loan 1s drawn down i Euros to provide a natural hedge against
the Group's Euro earmings The working caputal facilities are drawn down tn Euros and Sterling, two of the three major
currencies n which the Groups operates The Group’s net debt position 1s closely montored and there are effective cash
forecasting proceduses in place These procedures involve careful review of future billing levels and new business prospects
with operational management Information on borrowings ts shown in note 16

Interest rate and currency profile of financial assets af the year end

Financlal assets 2006 2005
Floating Floating

rate rafe

Curmrency £000 £000
Sterting 1,237 1,102
US Dallar 2,827 16,789
Euro 4,993 2,079
Other 1,221 1.585
Cash 10,278 21,555
Sterling 2,855 4,093
US Dotlar 2,947 7,182
Eurg 40,019 2,348
Cther 979 1,178
Trade and other receivables 48 800 14,801

Financia liabilities

Sterling (6,349) (10,818
US Dollar (6,544) (10.323)
Euro (38,972) (4.131)
Other (2,629} (2.773)
Trade and other payables {54,494) {28,045)

The cash and short-term depusits attract interest rates based on LIBOR for periods of up to three months




25. Operating lease arrangements

2006 2005
Group £'000 £'000
Minimum lease payments under operatimg leases recogrised
m the i;ncomsa statement for the year 2,026 1,961

Al the balance sheet date, the Group has aggregate outstanding commitments for future minimum lease payments under ron-
cancellable operaning leases, which fall due as follows

Group 2008 2005
Land and Land and

buildings Other buildings Other

£000 £'000 £'000 £'000

Within one year 180 ] 7 13

In the second to fifth years inclusive 2,858 25 2,314 G

ARer five years 18,748 - 5,305 48

21,782 3 8,690 65

Operating lease payments represent rentals payable by the Group for certain of us office propertics Leases are negotated for an

average term of seven years and rentals are fixed for an average of four years

26 Related party transactions

Group
Transactions between the Company and its subsidianes, which are related parties, have been elimnated on consohidanon
Except as disclosed below, no Group company entered into a transactton wath a related party that s not a member of the Group

Goods and services are bought from entities controlled by key management personnel on normal commercial terms and
conditions The entities controlled by key management personnel are compames belonging to JP Bolduc, a director of the
Company, and a company belonging to Mr Manardo, which provides concierge services to Ineum Consulung, and which
rents spacc from Ineum Consulting
2006 2005
£'000 £'000

Year-and balancas ansing from purchases of services
Payablas to ralated party enhties controlled by key management personnal - -

"The payables to related parties anse manly from purchase transactions and bear no interest During the year, the Group
entered into the following transactions wath related parties

Parson Consulting LLC pad £8,131 (2005 £4.,123) 10 JP Enterpnises, Inc for rental of office space Mr Bolduc, a director of
the Company, 1s the majonty shareholder and director of JP Enterprises, Inc In the period since acquisition, Ineum
Consulting SAS eamed £60,000 from the rental of office space to GEM SAS and paid £64,000 for concierge services
provided by TO DO TODAY SAS Mr Manardo, a dircctor of the Company, 15 the majonty sharcholder and director of GEM
SAS and TO DO TODAY SAS




Remuneration of key management personnel

The aggregate remunerauon of the key management personnel of the Group, 15 set out below Further information about the
remuneration of individual directors 1s provided in the audited part of the Directors’ Remuneration Report on pages 36 to 43

2006 2005

£'000 £000

Short-term employee benefils 2,640 2,331
Posl-employment benefits 150 146
Other long-lerm benelils 3 163
Share based paymenis - 172
2,793 2812

27. Principal subsidiary undertakings

At 31 December 2006, the Company had the following principal subsidhary undertakings engaged i the provision of
management consultancy services The shareholdings were 100% of the subsidiary undertakings' ordinary shares and were
held indirectly, except where otherwise indicated Each of the subsidares 15 included 1n the consolidation

Gountnas of incorporation/operation

Ineum Conseils et Associés 5 A France
Ineum Consuiling SAS Franca
Parsan Consulting Limited™ Great Bntain
Parsan Consulting LLC USA
Parson Consulting Pty Limited Australa
Parsgn Consuling S A S France
Proudfeot Company Management Services GmbH (trading as Proudfoot Consulling) Swilzerand/Austraha, New Zealand, Hong Kong
Proudfoot Consuliing Campany USA
Prcudfoot Consulting (Europe) Limited® Great Brtain
Proudtoot Consulting GmbH Ausina
Proudfoot Consulting GmbH Germany
Proudfoot Consulting inc Ceanada
Proudfoo} Consuling S A Spain
Proudfoot Consulbing S A § France
Proudfoot South Africa (Pty) Lid South AtnearAtnea
The Satzer Group Asia Pacific Pte Limited {trading as Salzer Consutting)** Singapare

* Held directly

% 319 interest

A €ull hst of substchary and other related companies will be annexed to the next annual return of Management Consulting

Group PLC 1o be filed with the Registrar of Companies

28. Acquisitions

Durning the year, the company made the following acquisitions Ineum Conseuls et Associés S A ('Ineum’) and The Salzer

Graup Asia Pacific Pte Limuted (*Salzer') The provisional goodwill ansing 1s summansed belaw

2006
Provisional goodwill £'000
Ineum - al acquisition 88,340
Salzer - at acquisition T14
Foreign sxchange (7)
At 31 Dacembar 2006 89,047




Ineum

On | September 2006 the Company acquired 100% of the 1ssued share capital of Ineum Conseils et Associés SA (“Incum”™)
Ineum 15 the parent company of a group of companies involved 1n management consulting 1n Europe The following table sets
out the values of the Wentfiable assets and labilities acyinired and their provisional fair values to the Group

Provisional

Acguisition Fair value faw valua

{IFRS) adjustments to Group

£000 E000 £000

Intangible assets 1.017 {I} 8,769 9,788
Property, plant and equipment 750 - 750
Deferred tax asset 198 {in 891 1,089
Curreni assets 37,297 (i) (857) 36,440
Total assels 39,262 48,065
Current habvlibes (29.874) () (673) {30,547}
Bank loans (15,211} {15,211}
Provisions {60) {v) (392) (452)
Deferred tax habihty {vi)(3,005) {3,005)
Total habihtes {45, 145) {49,215)
Not liapihitias (5,803} {1,150)
Consmideration given 82,328
Acqtusition costs 4,865
Goodwill ansing 88,340

The fair valua of the consideration givan was

Cash 35368
Shares issued 48,027
82,325

Shares 1ssued comprised 80,388,159 shares, with a nommal value of 25 pence cach, and a fair value 58 375 pence each The
fair value of each share reflects the market pnce of a share in the Company on | September 2006 No accounting policy
adjustments were necessary to ahgn the accounting policies of Ineumn Consulting wath those of the Group

Goodwil] anses because the value of the Ingum business reswdes in 1ts assembled workforce which 1s not required to be
scparately valued under IFRS The fair value adjustments are provisional at the year end due (o the recentness of the acquisition

Provisional fair value adjustments compnse

(1) Recogmtion of customer relationship intangible asset of £8.430,000 and customer order intangible asset of £541,000 offsat by
£202 000 impairment of capitalised software costs

(1) Deferred 1ax asset ansing on fair value adjustments

{m) £1,210,000 additronal provisions for potentially irecoverable trade receivables and recogmition of £353 000 accrued income
(1v) Additional accruals for employee related matters

(v} Prowiston fer surplus space

(v1) Deferred tax hability ansimg on fair value adjustments
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2006

Not cash [outflows)inflows In raspect of Ineum comprized £000
Cash considaration including acquisition cosls (40,263)
Cash at bank and n hand acquired 11,072
Bank loan and overdrafts acquired (15211}
Net cash outflow 44,402}

‘The post-acquisition contrnbution of Ineum Consulting to the Grovp was £23 7 million to revenue, £2 8 million to profit from
operations and £2 8 million to camings before interest and tax Had the acquisition been made at 1 January 2006 the Group's
revenue for the penod would have been £203 3 mullion, profit from operations before amorusation of acquured intangibles and
teorgamsation costs would have mereased 1o £21 0 mullion, and earnings before wnterest and tax would have been £21 0 million

Salzer Consulting

On 6 October 2006 the Group acquired 51% of the ordmary shares of The Salzer Group Asia Pacific Pte Limited (‘The Salzer
Group') for a far value cash consideration of £531 414 At the same time 1t purchased an option for US $1 to acquire the
remaining share capitai between 31 December 2009 and 30 April 2010 ‘The apuion 15 accounted for at fair value through Lhe
income statement On acquisition The Salzer Group had net assets with a book value and fair value of £2414 The £529,000

excess of consideration over the fmr value of net assels acquired and capualised £185,000 acquisiiton costs gives nse to
£714,000 goodwall at acquisition
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contacts for

investors and clients

VWYL T

Registared office

Fleet Place House

2 Fleet Place

Hotborn Viaduct
lLondon EC4M 7RF
Tel +44 20 7710 5000
Fax +44 20 7710 500

Company number 1000608

Registrar

Capita Registrars
The Regisiry
Boumne House

34 Beckenham Road
Beckenham

Kent BR3 4TU
United Kingdom

Company secretary

Steve Hitchcock, Company Secretary
stevehichcock@mcgplc com

Palm fleach Gardens administrative

office +1 3561 624 4377

Addinenally, we ercourage
shareholders to register for copies of
corporate communications on our
wvestor relations website

at www megplc com

The Company’s corporale govermance
report, corporate governarnce
guudelines and terms of reference of
the Board’s commuttees can also be
faund at www mcgplc.com
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Investor relations
The Group welcomes contact with
its shareholders

Enquines should be ditccted to

Kevin Parry, Chuef Executive
kparry@mcgplc com, or

Craig Snuth, Finance Director
chsmith@mcegple com

London Office +44 20 7710 5000

Enquines and notfication concerming
dividends, share certificates or ransfers
and address changes should be sent to
the Regustrar at the address shown

Financial catendar

Annual General Meeting 26 Apnl 2007
Ex-dividend date 11 Aprd 2007
Record date 13 Apri) 2007
Final divtdend payment 9 May 2007

Operational contacts

We welcome clients introduced by
shareholders Shareholders wishing to
provide introductions to potential chents
should contact Kevin Parry or Craig
Smith (see contact details above)

Sharae price informatiton

The Company's share pnce information
can be found at www.mcgplc com or
through your broker The share symbol
1s MMC L The Financial Times City
line service also provides this
informatien on 0906 843 4677 {(calls
charged a1 60p per minute)

comnm

Sharaholder services

Or-line services are available to private
shareholders To use these faciliies visit
WWwW capitaregstrars com

*Account Enquiry’ allows shareholders
to access their shareholding on the
regester mcluding transaction history,
divtdend payment history and up-to-date
share valuauon ‘Amendment of
Standing Data’ allows shareholders o
change their registered postal address
and add, change or delete dividend
mandate mstructions Certan forms can
be downleaded, such as dividend
mandate forms and Stock transfer forms

Should you have any queries please
contact Capita Registrars helpline on
0870 162 3100, overseas +44 20 8639
2157 or emal ssd @capitaregistrars com

Share dealings

A quick and casy share dealing service
15 provided by Capiia Share Dealing
Services for UK registered certificated
holders to either buy or sell shares For
further information on this service, or to
buy and sell shares, please contact
www capitadeal com (on-line dealing)
or 0870 458 4577 (telephone dealing)

Managemem Consulting Group PLC annual report and accounts 2006




Stockbrokers

Hoare Govett Ltd

250 Bishopsgate

. London EC2M 4AA

Umted Kingdom

Financial adviser

N M Rothschild & Sons
New Count

St Swithins Lane
London EC4P 40U
Umited Kingdom

Cammercial bankers
Barclays Bank PLC

1 Churchill Place
Canary Wharf

Londen E14 SHP
. United Kingdom

company advisers

Auditors

Deloute & Touche LLP
Hull House

1 Little New Strect
London EC4A 3TR
United Kingdom

Investor relations
Mautland Luned

Orion House

5 Upper St Martin's Lane
London WC2H 9EA
United Kingdom

Legal adviser
Baker & McKenzie
100 New Bndge Strect
London EC4V 6JA
United Kingdom

]
|
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notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeung of Management Consulting Group PLC will be held at The
Law Society’s Halls, Old Council Chamber, 113 Chancery Lane, London, WC2A IPL, on 26 Apnl 2007, at 10am for the
undennentioned purposes

Ordinary business

[ SV, T N |

To recetve and adopt the Directors’ report and annual accounts of the Company for the year ended 31 December 2006
togcther with the auditors’ report on those accounts and on the auditable parts of the Directors” Remuneration Report

To recetve and approve the Directors’ Remuneration Report as set out in the repont and accounts of the Company for
the year ended 31 December 2006

To declare the finul dividend for the year ended 31 December 2006 of one penny per share

To re-appomt Kevin Parry as a director of the Company, who 1s retinng by rotahion

To re-appoint Alan Barber as a director of the Company, who s retinng by rotation

To re-appoint Jacques Manardo as a director of the Company, who, having been appointed since the last Annual General
Meeting, 15 requircd to stand down and offer himself for re-appomtment

To re-appoint Craig Sruth as a director of the Company, who, having been appointed since the last Annual General
Meeting, 15 requited to stand down and offer himself for re-appointment

To re-appoint Deloitte & Tauche LLP as auditors to the Company, to hold office from the conclusion of the meeting
unti] the conclusion of the next Annual General Meeting and to authonse the directors to determine the auditors’
remuneration

Special bustness

90

To consider and, 1f thought fit, pass the following resolutions, which will each be proposed, as a special resolution
9 That the Company be and 15 hereby generally and unconditionally authonsed for the purposes of section 166 of the
Companies Act 1985 to make market purchases (within the meamng of Section 163(3) of the Companies Act 1985)
of ordinary shares of 25 pence cach in the capital of the Company (‘ordmary shares”) on such terms and in such
manncr as the Directors may from ume to ume determmne, and where such shares are held as treasury shares, the
company may use them for the purposes set out m scction 162D of the Companmies Act [985, including for the
purpose of its employee share schemes provided that
(1) the maximum number of ordinary shares hereby authonsed to be purchased shall be 27,094 014,
(n) the mmmum pnce which may be pard for an ordinary sharc shall be an amount equal to the nominal value
of an ordwnary share from time (o ume (exclusive of expenses),
(in) the maximum pricc which may be paid for an ordinary share 1s the higher of the amount equal to 105 per
cent of the average of the middle market quotattons for an ordinary share denved from the 1.ondon Stock
Exchange Daily Official List for the five business days immediately preceding the day on which the ordinary
share ts contracted to be purchased. and the amount stipulated by article 5(1) of the Buy-back and
Stabihsation Regulation 2003 (1in each case exclusive of expenses), and
() the authonty hereby conferred shall expire at the conclusion of the next Annual General Meeting of the
Company or 24 July 2008, whichever 1s earher, unless such authonity 1s renewed or revoked prior to such
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notice of Annual General Meeting

(continued)

time, save that the Company may enter into contracis to purchasc ordinary shares under the authonty hereby
conferred prior to the expiry of such nuthonty, which contracts will or may be executed wholly or partly after the
expiry of such authonty, and may make purchases of ordinary shares pursuant to any such conlracts

10 THAT the Company’s Articles of Association be amended by deleting Arucle 164 and replacing 1t with the
followsng

“Subject to and to the fullest extent permuited by the Statutes, but without prejudice to any mdemnity to which he
tmay be otherwise entitled

(a) every Director and alternate Director shall be entitled to be indemmified out of the assets of the Company agunst
all costs and habihives incurred by hint in relation to any proceedings (whether civil or criminal) which relate to
anyltung done or omiited or alleged to have been done or omtted by hun as a Director or alternate Director save
that no Director or alternate Director shall be entitled to be indemmnified

(1}  for any Liability incurred by ham to the Company or any associated company of the Company (as defined by
the Statucs for these purposes),

{u) for any finc imposcd n cniminal proceedings which have become final,

{m) for any sum payable to a regulatory authonty by way of a penalty mn respect of non comphance with any
requirernent of a regulatory nature howsoever arising,

(v} for any costs for which he has become hable i defenrding any cnrmunal proceedings in which he 15 convicted
amd such conviction has become final,

(v) for any costs for which he has become liable in defending any civil proceedings bought by the Company or
an associated company in which a final judgment has been given agamst him, and

{v1) for any costs for which he has become hable 10 connection with any application under sections 144(3) or (4)
or 727 of the Statues in which the court refuses to grant him rehef and such refusal has become final

{b} every Dircctor and alternate Director shalt be entitled to have funds provided to hum by the Company to meet
expendiiere meurred or to be incurred an any proceedings (whether civil or cnminal) brought by any party which
relate 1o anything done or omitted or alleged to have been done or omitted by him as a Director or alternate
Director, provided that he will be obliged to repay such amounts no later than

(+) 1nthe event he 15 convicted in proceedings, the date when the conviction becomes final,
(n) 1n the event of judgment being given against hum 1 proceedings, the date when the judgment becomes final, or

{m) 1n the event of the court refusing to grant tum rehief on any application under sections 144(3) or (4) or 727
of the Statues, the date when the refusal becomes final ”

By order of the Board

%

F Steven Huchcock
Company Secretary 9 March 2007
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notice of Annual General Meeting

(continued)

Notes '
(" Ancxplanation of the business of the meeung 1s grven in the Directars’ Report

(n} A member catitled to sstend and vose at the meeting :5 entithed to BpPOINT ORe of More proxXies 16 attend und, on a poll, vote instead of the member Any
such proxy nced not be o member of the Cempany Completion of a proxy (orm will not prevent a member from attending and voting at the meeting
should the member so wish

(m) Pursuant to Regulalion 41 of the Unceruificated Secorities Regulations 2001, the Company specifies that unly those shareholders registered o the
reg:ster of members of the Company, as a1 6pm on 24 Apn) 2007, ar, 10 Lhe cvent that the Meeting 1s adjourned, less than 48 hours before (he tme of
any adjourncd meeting, shall be enutled 1o attend or vote at the aforesad Annual General Meeting in respect of the number of shares registered o their
name a1 that ime Changes to entnes in the relevant regisier of secuaties alier 6pm on 24 Apnl 2007 er, in the event that the Meenng 15 adjoumed, less
than 4§ hours betore the ime of uny adjourned meeung. shall be disregarded in determining the nghts of any person o aend or vole at the meeting |

(1iv) To appont a proxy

etther,

*  the proxy form. which 15 enclosed for this purpose, together with any suthonty under which 11 15 executed (or a notanally cenified copy of such
avthonly), must be duly completed and lodged w:th the Registrar ot the offices of Capita Registrars, The Regrstry, Bourne House, 34 Beckenham
Road. Beckenham, Kenl BR3 4TU) not later than i0am on 24 Apnl 2007 i

or,

*  CREST members who wish 1o appoint 4 proxy or proxies by utlising the CREST electronic proxy appotntment service may do so hy utilising the !
precedurcs descnbed in the CREST Manual CREST Personal Members or other CREST spansored members, and those CREST members who li
have appainted a vating service provider(s). should refer to their CREST spoasar or voung service provideris), who will be able to take the
appropnate action on thewr behalf [n order for a proxy appointment made by means of CREST 1o be vahd, the appropnate CREST message (8
“CRTST Proxy instruction™) must be property authenticated in accordance with CRESTCo's specifications and must contain the informanan
required for such Instructions, as descibed 1n the CREST Manual The message must be transmitied so as 1o be recerved by the sssuer’s ogent (ID
RA 10) by the latest tune(x) for receipl of proxy appomntments speaified in the notice of meeting  For this purpose, the ime of receipt will be
taken ta be the lime (as determmned by the imestamp opplied to the message by the CREST Applications Host) from which the 1ssuer's agent 1s
able to retneve the message by enquiry to CREST in the manner preseribed by CREST CREST members and, where applicable,, their CREST
spansors of voling service providers should noie that CRESTCo does ol make available special procedures in CREST for any partcular
messages Normal system umings and himstatrons will therefore apply in relatian to the input of CREST Proxy Instructions 115 the respanstbihiy
of the CREST mermber concerned to take (or, if the CREST member s a CREST persenal member or sponsored member or has appoirted a
voting service provider(s). 10 procure that his CREST spansor or voting service provider(s) take(s)) such action as shali be necessary to ensure that
a message 1s transmitted by means of the CREST system by any pariculor tme In this connection, CREST members and, where applicable, their
CREST sponsors or vonng service providers are teferred, in particuler, to those sechions of the CREST Manual concermng pructical Limitavons of
the CREST systems and tinungs The Company may treat as invalid o CREST Proxy Instruction in the circumstances set out sn Regulazon 35
(5Xa) of the Uncertificated Secunues Regulauons 2001

(v) Copees of the cxecutive directors’ service contracts and the letters of appainiment of non-exscutive directors wall be avaslable for 1nspection at the
regrstered nffice dunng usual business hours on any weekday (Saturdays, Sundays and Pubhic Holidays excepted) up to and including the date of the
mecting and a1 the place of meetng for |5 minues pnor to, and dunng the meeung

(1) The repister of directors’ interesis in shares of the Company in accordance with Section 325 of the Companies Act 1985 will be avaslable for mnspection
at the regastered office of the Company dunng usual business hours on any weekday (Saturdays, Sundays and Public Holidays excepled) up to and
wcluding the date of the meeting and at the place of meeting for 15 nunulcs prier to, and during the mectng

END
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